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ABSTRACT 
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deficit and the federal budget process, is also useful for secondary 
school social studies. The six sections begin with an introduction 
describing why the deficit grows yearly and why it is difficult for 
Congress to stop its growth. The next section, "The Nation's Growing 
Deficit," summarizes three reasons for concern: (1) the rapid growth 
of the national debt, (2) the reasons for borrowing, and (3) the 
effect of the debt on economic recovery. "Going after Waste, Fraud, 
and Abuse" raises questions about whether reforming mismanagement 
would significantly reduce the debt. "A Guided Tour of the Federal 
Budget" discusses where tax money goes. "Paying the Bill for Big 
Government" discusses taxes and the possibility of tax increases. 
"The $200 Billion Question" covers the choices which must be faced if 
the deficit is to be reduced. Two self -admi n i stered questionnaires 
intended for completion before and after participating in a public 
forum or reading the booklet are ir.cluded, as well as a list of 
recommended readings. (IS) 
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As you begin to read this issue book Ironi the Domestic Policy Association, you are joining thousands of 
Americans who are participating, in communities all over the counti y. in the 1 9S3 season ofthe 
National Issues Forum. This is a collaborative effort to achieve an ambitious goal: to bring Americans 
together every year to address urgent domestic issues. 

This series was conceived and organized by the Domestic Policy Association, which represents the 
pooled resources of a nationwide network of organizations— including libraries and colleges, museums and 
membership groups, service clubs and community organizations. It is a nonpartisan effort that does not 
advocate any specific solution or point of view. Its interest is in exploring, in unbiased fashion, the co.sts and 
benefits of various alternatives. 

The forums are an occasion in which people can get together to learn more about the issues and the 
options this nation faces, to air theirdifferences. and to begin to identify their common ground. What took 
place this past year in the inaugural season ofthe National Issues Forum indicates how many Americans are 
eager to do just that. 

But the National I.ssues Forum doesn't begin and end in those local meetings, fhc DPA schedules a 
series of meetings in which the views that emerge from these forums are conveyed to elected leadeis. This 
past February, at the Gerald R. hard Library in Ann Arbor, Michigan, former Presidents Ford and Carter 
presided over a meeting attended by a distinguished group of individuals who have helped to devise public 
policy and to lead the nati' in recent years. They gathered together to examine what came out of last year s 
community forums. This coming March, the same kind of gathering will take place in Austin. Texas, at the 
Lyndon B. Johnson Library. 

What will happen there is that once again a group of national leaders will sit down to examine what 
the community forums have yielded. They are interested in your considered judgment about each ofthe three 
topics for this year's f orums. So that your feelings and thoughts about these issues can be conveyed in those 
meetings, we have provided a shon "Issue Report" at the beginning and end of these books. I urge you to fill 
it out and mail it back to us. 

We have prepared issue books like this one for each ofthe three topics that will be addressed in this 
year s forums, priorities lor the nation s schools, nuclear arms and national security, and the deficit and 
the federal budget. These are urgent issues that have been prominent in the news. In each of these areas, 
new realities have to be faced, and important choices made. To address them is to raise serious questions 
about our values and priorities; they cannot be viewed only from the perspective u[' particular interests 
or partisan politics. 

Helping citizens to engage in community discussions about what is in the public interest is (he goal of 
the Domestic Policy Association. A.s the editor of these issue books, I'm honored to welcome you to this 
common effort. 




Keith Melville 

l'!ditor-in-C'hicf 

The National Issues loruin 
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Domestic Policy Association 
5335 Far Hills Avenue 
0_ Dayton, OH 45429 q 



NATIONAL ISSUES FORUM 



1. THE DEFICIT AND THE 
FEDERAL BUDGET REPORT 

I he Domcsiic Policy AssiKMalioii has promised io communicate a sense of your thinking on the topic of* the Federal budget deficit 
to leaders and policy-makers, locally and at the national level. Therefore, we'd like you to fill out this short questionnaire so 
that we can get a *>rofile" of the way people here are thinking about this important issue. They are al.so going to be interested 
in the way that forums like this help us all to **think through" such complex problems. 

For that reason, we'd like you to answer one set of questions BEFORE you talk with your fellow citizens at the forum 
meeting (or before you read this biH>klet, if you bu> it elsewhere), and another .set of questions A AVM the forum (or after you\e 
read and thought about the booklet). 

The leader at the forum meeting will ask you to hand in these question sheets at the beginning and at the end of the meeting. 
If it is inconvenient to do that, or if you can*t attend the meeting, plca.se send this questionnaire, together with the questionnaire 
at the end of the booklet, to the DPA in the enclosed self- addressed .stamped envelope. 



I (*heck the appropriaie box: 

1. Do you believe the federal budget should be balanced ever\ 
year.' 

□ Yes 

□ No 

G Not sure Oon'l kmm 

2. Cjenerally speaking, would \ou sa> ihiii lodav s level ol utu- 
ernmeni spending for our coumrv\ national delensc is; 

□ Much iiH) high 

□ Somewhat too high 

□ About right 

n Somewhat too low 

□ Much iiH> li>w 

□ Not sure Don*i know 

.V ^ general, would vou sav thai lodav s te\e| ol iiovcrnnient 
spending for stKial programs such as Soi iai Sccuril> and health 
care tor the p<H>r and elderly is; 

[J Much itx) high 

□ Somewhat ti)o high 
n About nght 

[J Somewhat too low 

U Much itx) low 

[J Not sure Don I know 

4. What about loilav s level o| lederal laxarion' In ucperal. and 
lakmg into eoriMderalion all the thiniis the giuornnienl diu-s. 
would vou sav the lederal taxes vou pa\ jre. 

( .1 Mueh ItH) high 

I 1 Somewhat too hiiih 

f J About right 

( ] Soniewhai too low 

i J .Mueh ItH) low ^ 

f ] Noi sure Don't know 

!S Stwne pt.»ople sav that e\er> Iiirjie tir^uani/alion wastes a certain 
anuninl t>t monev siinpK btvause of us si/e. and that not e\er> 
dt^llar lost because <ir waste and hauti can he realistaallv re 
ctjverevi Ht>w much t»l everv iioliai s[K*n( b\ the ledcrat eov 



ernnienl could be reeosered b\ better management practices? 

n l ess than cents of each dollar the government spends 

El Between 5 and 10 cents 

□ fJctween 10 and lf» cents 

□ Between 15 and 20 cents 

LJ More than 20 cents of each dtillar the go\ernment sjvnds 

□ Not sured)i^n't know 

t. .Some people say that because of unfair lax loopholes, the gov - 
ernnienl diKvs not collect a lot ol tax monev it otherwise should 
How much would you esiimaie federal lax revenues would in- 
crease if all unfair tax kxjpholes were immedialely closed? Would 
you say federal tax revenue would increase bv; 

[J ixss than 10 percent 

□ 10 to 20 percenl 

□ 20 10 .M) percent 

□ .M) to 40 percent 

n More than 40 percent 
n Not surC'Don*! know 

7. Some people say we could go a lon^ wav toward balancing the 
lederal budget by eliminating waste and Irauil in go\ernmenl 
anil by closing lax lin)pholes. Others sav that this represents 
w ishful thinking, as Presidents and (Congressmen from both par- 
lies have tried ti) take these steps tor years with little success. 
Mow do \ou leel'* (\)uld we realisiicallv p\ a lon^! wav toward 
balancing the budget bv eliminating wasie and fraud, and bv 
cliisini! lax liH)phoIes. or does ihis in tact represent wishlul 
thinkuig * 

i j ^'es. It s reahsiie to think that ihese steps couUI uo a long 

wav touard balancinu the biiilget 
rj No. this Mew represents wishlul ihinkiiit: 
[. ] Not sure Don't kiu)w 

X Some |K*ople sav that tl we want to reduce the lederal deficit, 
the onlv real) .tic choices v\e ha\e are to cut spondinij lor soeial 
priigrams. cut sfXMuling for national delense. raise leiieral taxes, 
or some combination ol these three In general, do vou aj^ree 
that these are ouriMilv real choices 

[ 1 Auree. those three options are our onl> leal choiees 
! ] Disagree, there are t>ihei options hesules those three 
[ J Not sure Don't know 
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nhor each ol Ihc following stalcniciils iiulicaic vvhclhcr \t)ii agree or 
disagree: 

Agree Disagree Sure 



Not 



^. If v^e liinileJ goveniiiienl help lo 
ihose who Irulv iieeil i( and cm out 
pa\niciilN lo (hose who Joiri. ilic 
biuigel vvoukl Ixr balanceJ. 

10. The biklgcl toi iiational dctciisc iv|)- 
resenlsaooul lvM)-thirdst)l lolal led 
era! siKMulinp. 

1 1. It \vc \vcre lo balance the budiicl 
soIeK b\ raising niconie Ui\es. la\es 
lor ihe INpical American laniiK 
would ha\ e lo increase b\ more ihan 
S:jMX) iKr \ear. 

12. A major cause otOur ciirreni deticil 
is a Presideni and C'ongress whocul 
laves al a lime uhcn llie budget was 
ahead V in the red. 

I.V The budget could be balanced b\ 
eliminating cost overruns, waste and 
unnecessary programs Irom the de- 
rensc department budget. 



14. A major cause ol our current deticil 
is unrealistic thinking on the part of 
the American people: we sim|)l\ 
want more Irom the go\enimenl than 
we're wilhiig lo pa> lor. . ! 1 



ill 



Cheek the appropriate box. 

lo reduce the ledcral deficit. I person- 
all) would he willing to: 

I 7 Pa\ more income taxes 



] I 



f J 



1,^. A major cause of our deficit is |)ol- 
iticiaiis who cati r to special interests 
and pass spending bills with little 
thought about where the mone\ to 
pa\ them will come from. I j L.I LJ 

16. Our deticil now is so large that e\en 
if we vHminatvil the entire vSocial 
Security progranu the federal budget 
would still not be balanced. 11 L I ( J 



IV 



Not 

^L\s No vSure 



2f>. S|Hmd less ledcral nioiics to protect 

the environment [J G □ 

I'or each ol ifie lollow ing. indicate whether \ou agree or disagree: 

I would lathci li\e with even a verv large budget delicit than; 

Not 

Agree Disagree Sure 

20. Cut |)rt»posed spending lor national 

dclcnse ri 11 □ 

27. (*ul proposed spending lor social 

|)rograms such as SiK ial Securitv and 

health care lor the poor and elderlv I J 1 .1 LJ 

2S. Raise income taxes on ivoplc like 

mvself II II l.:i 

2*^ Raise llie corporate income lax [ ] I I [ ] 

These last tew questions are lor sialisiical purposes onlv: 

.M). [ ] Under IS 

LJ IKio20 

I J 30 to 44 

LJ 451 lo M 
[ J and over 

.M. W hat was ihe last grade ot school vou cimi[)lcledV 

[J Xih grade or less 

□ I lo } years of high school 
D H'g»i school graduate 

[71 Some college 

[7J C\>llege grad. or more 

.U. Are you registered as a Democrat. Republicaiu an Inde|)endeni» 
or are you not registered lo vote? 

(73 Democrat 

□ Republican 

□ indcfViident 

□ Other 

LJ Not registered to vote 

.^.V What was your total family income for M)S2? 

LJ Under .S 10 JXK) 

□ 3.I0.(KX) to .t20.(KK) 
n S»20.(KX) to $.M).(KK) 
n *30.(KX) lo .$40.(XX) 
[ J 1»40.(KK) to .S?0,(XX) 

□ ()ver.S?(K(XX) ' 



IK (iivc up the lax excni|)lion on hiMiie 
mortgage inieresi |)avmenis 

h> Spend less federal moncv toi 
education 



20 Cut mililarv s|XMuhng hi hi 



21 Slow the use in spending lor health 
care tor the piH)r and elderlv 

22 triple Ifie corporate iiKome lax 

l^ Let mteresl rates rise lo much higher 
levels 

24 I. el unem|)ltHiucnl rise sharpiv 



! I I 



i 1 



.U. Wi >(Ui h;i\i.' i.hiliiri.'n below Ihc ol' IX.' 
[.J N(. 

.Are you male or female.' 

I ] Male 
f ] f'cmalc 

M'i. What is vour /ip code.* . 

.^7. Which, it anv. ol ihe lollovving l)|V\ activities did vou partie- 
ipale in? 

L J Read the booUel 

I I Allended a forum 

( ] Read the discussion guide 

I j None oi the above 
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The Domestic Policy Asvswiation is a nonprofit, nonpartisan 
assixriation devoted to raising the level of public awareness and 
discussion about important public issues. It consists of a na- 
tionwide network of institutions — colleges and universities, 
libraries, service clubs, membership groups and civic organi- 
zations — that bring citizens together to discuss public issues. 
The DPA represents their joint effort to enhance what they al- 
ready do by working with a common schedule and common 
materials. In addition to convening meetings each fall in hundreds 
of communities in every region of the country, the DPA ixlso 
convenes meetings at which it brir^gs ciii/ens and national lead- 
ers together to discuss these issues and the outcome of com- 
munity forums. 

Each year, participating institutions select the topics that 
will be discussed in the Issue Forums. On behalf of the Do- 
mestic Policy Association, the Public Agenda Foundatii^n — a 
nonprofit, nonpartisan research and education i^rgani/alion thai 
devises and tests new means of taking natit^nal issues io the 
public — prepares issue books and discussic^n guides for use in 
these forums. The Domestic Policy AssiKMation welcomes 
questions about the program, and invites individuals and (Or- 
ganizations interested in joining this netwi^rk to write to: The 
Domestic Policy AssiKiation. 5.^3.'^ Far HilK Avenue. Dayton. 
Ohio 4.M2^. 
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lj INTRODUCTION: A SEA OF RED INK 

"The gap between what the gi>verniiient takes in and what n .spenils is 
one of the most critieal problems this nation fac es in the I98()s. Closing 
it will pose some formidable diflieultics. " 



2 



THE NATION'S GROWING DEFICIT: IS IT A MATTER OF CONCERN? 

"It isditticult tor many people to grasp the signiticanccol such 
forbiddingly large nunit^ers. Essentially, there are three reasons why 
Americans may be concerned about the government s habit ot 
spending far more than it takes in/' 
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"'Taxes.' as Justice Oliver Wendall Holmes put it. 'are what we pay 
lor civilized .society. ' The question is just how much wc have to pay. " 

THE $200 BILLION QUESTION 2<) 

"The .S2(H) billion deficit rellects a very simple fact: Congress has tried 
to accommodate more demands than the American people have paid 
for. Some hard choices have to be made if we're to live within our 
means." 
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INTRODUCTION: 
A SEA OF RED INK 



1(1 October, 198 L the United Slates Treasury announced a re- 
markable milestone: the total debt of the Ivdcral gi)vernment 
had just passed the one trillion dollar mark. Depietiny that awe- 
some figure as "a slack ol .SL(MH) bills ()7 miles high/* Pres- 
ident Reagan t(H>k the occasion to repeal his comniiinicni to 
reduce lederal spending and to balance the budget by 1 9S4. The 
President expressed his dismay at that ''sea of red ink/' and 
underlined the iniporlance ot taking innnediaie measures. ''Our 
government must return to the tradition of living wiihm our 
means and must tlo it now/* 

Whatever their disagreements about how that goal might 
be achieved, the American public certainly agrees about the 
importance of doing just that. With remarkable e(M)sisijney, 
polls taken over the past thirty years show that most people 
strongly rlfirni the importance of a balanced budget and regard 
deficits as a sign of irresponsibility, l-'amilies, alter all, are sup- 
posed to balance their budgets. Many people are convinced that 
the government should do the same. And yet w hat has happened 
(uer the past two years only confirms the impression some 
people have that government spending is oiTt of control, and 
that no administration — Demoeratic or Republican • can 
deliver on its promise to balance the budget. 



THE FEDERAL BUDGET PROCESS 



if ^ The gap between what 
^ ^ the government take.s in 
and what itspend.sis 
one of the most critical 
problems this nation 
faces in the 198()s, 
Closing it will pose 
.some formidable 
difficulties,^^ 



Consider what has liappcned repeatediv in recent years as the 
Congress has performed its yearly task of drawing up the l-ed- 
eral budget, l-ike a family's budget, the budget of the United 
States government is the result of a great many decisions about 
priorities and commitments, about how much the government 
will spend, and what it wiH take in through taxes. 'I'hose are 
really political decisions: decisions about what we are going to 
spend, where we are going to scrimp, and who is going to pay. 
That annual ritual — sometimes referred to as "the battle of 
the budget" — - begins in January, when the White House sub- 
mils a proposed budget. In turn, the House of Representatives 
and the Senate do the same. Then the untidy priK'Cssof resolving 
the differences between them gels started, 'i'his past spring was 
typical. There were arguments abinil whether new lax measurcii 
should be passed, whether there should he an\ restraints on the 
programs that provide direct benelits to individuals, whether 
defense spending shinild be scaled down. 

The cause for concern is not the wrangling that takes place 
between the President and members of Congress-as they tr\ t() 
reach an acceptable comprtMuise. Differenees over spending 
priorities are as routine as lamilv arguments about whether to 
go on vacation or bu\ a new car. 

The real eause for concern is what results troni ♦^^j budget 
process each year. Amidst all the expressions of relict and con- 
gralulation about the fact Uiat this drawn (MK privcss has once 
again produced a resolution, it iseas\ to lose sight ofone central 

9 
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BOB TAYLOR 

C'tturtfsv OilUtiS Timfs-HfraM 

Each new administration promises a balanced budget, but still the deficit has soared- 



fael: The comproniisc ^Nolution** reached in caeh of ihe past 
few years has left a huge and growing gap hetv\een what the 
governmeni takes in and what it spends. This past year, for 
example, the Federal government spent about S8(X) billion, while 
taking in taxes and other fees'that amounted to only about S6(M) 
billion. That means that the government had to borrow .S2(M) 
billion to pay its bills. 

Increasingly, the Ameriean public and its elected leaders 
have chosen to buy now and liope tluit someone would pa> 
later. While citizens and i;lected lea(fers pay lip service lo the 
principle of a balanced budget, the gap between what the gov - 
ernment spends and its revenues gr(JWs wider. Over (lie past 
two dl^cades. the l-edcral government has run ilelicits in everv 
>ear except one, and the si/e of th(>se ilelicits has increased 
alarminglv. 

(iovernment spending in excess o| revenues v\ould be one 
thing if it happened niainlv during periods t)f economic reces 
sion when businesses and individuals pay less taxes and when 



government payments for welfare and unemployment bcnelils 
are unusually high. But that d(K*s not describe* our sjmation. We 
now run large deficits in good years as well as bail. .As Hudgei 
Director David Stockman commented this past spring during 
debates about the nW4 budget, (lie countrv now laces the pros- 
pect of $200 billion deficits *\is tar as tlie eve can see." 

WHO'S TO BLAME? 

It is easy to make accusations about where the hiame lor cas 
cading delieits should be placed. Hul the fact is tliai neither 
Democrats nor Republicans have been able lo come to gri[)s 
witli the problem, (uich of the past lour Picsnlents has come to 
oflice promisinii to trim t*ederal spendnig l-.ach has alliimed 
tlie importance ol a balanced hudget lo the nation s economic 
well being. >et the problem has urown sieadilv worse. 

f^residenl Nixon came lo ollicc in \W) [^romismjj that he 
wouki suhmil a balanced hudget h\ IW7I What actuall\ hap 
[vned was that the i!o\ernmeni went ^ bilhnn mlo the red m 
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FEDERAL BUDGET DEFICITS AND SURPLUSES 




**While citizens and 
elected leaders pay lip 
service to the principle 
of a balanced budget, 
the gap between what 
the government spends 
and its revenues grows 
wider. Increasingly, we 
have chosen to buy ^ 
now, and hope that 
someone would pay 
later." 



iy7L By the time Mr. Nixon left office in h^74. more lluin 
$66 billion fiad been added to the nation s debt. By the end of 
(lerald h'ord s tenure two years later, the national debl had grown 
by $1 12 billion. Jimmy C arter took office expressinii concern 
about **constantly escalating federal expenditures." But by the 
time h*: left office, more than $150 billion had been added to 
the national debt. In his Inaugural address in I Wl . Mr. Reagan 
- - like each of his predecessors in the White House over the 
previous two decades — affirmed the value ot a balanced budget 
and condemned *Mhe habit of piling deficit upon deficit, and 
mortgaging the future." But although he took office promising 
to reduce the scope of government and its costs, it appears likels 
that more red ink will be added to the fvderal budget during 
this administration than in any other in the nation s histors. In 
fact acc(^rding to projections from the Congressiinial Budget 
Office, it appears that the public debt incurred over 207 years 
ot .American hislors w ill more than double in the next six years 
from IW.^ to hWS. Like President Nixon. President f'ord. and 
[^resident Carter IxMorc him. President Reagan has been unable 
to keep a bad habit f rom getting Wi^rsc. 

It IS templing to point the finger of blame al one aiimin- 
istration or another, at one parts or the other. That kind of 
finger-f'Kiinting was \er> much in e\idcnce this spring when the 
merits ot various budget propt^als were prescrctcd and debated. 
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Partisan gibes were hurled back and forth, and members of eacli 
[nirty tried to portray the other as responsible for budget-busting 
nieasures. The Speaker of the House. Democrat Thomas P. 
O'Neill^^ad harsh criticism for the administration s program 
and its supporters. In his words, " The Republicans are acting 
more like political muggers than legislators. They have failed 
to come up w ith a program to deal with the staggering deficits.** 
The Republicans replied in kind, blaming the deficit on Dem- 
ocrats and their habit of being big spenders. When Mr. ()' Neill 
proposed to reduce the deficit b> raising taxes. Congressman 
Newi Oingrich. Republican of (ieorgia. replied in these words: 
"Think of it - liberal Democrats concern ed about deficits! It 
is as confusing as if we were back in the h)20s and whiskes 
dealers came (uit in favor of IVoliihition. '* That is partisan po- 
litics as Usual, and it dtvsn't take us very far toward an under- 
standing of the problem, or what might be done abiuii it. 

THEY CAH'T SAY NO 

In an important sense, this habit of living bevond inir means as 
a nation is a result of the contradictor) demands ihat the \mer* 
icaii people make on the government. rf(>wever stri^ii nti 
ments are for balancing the budget, when it conies doun \k\ the 
specific measures required to d(^ so. there is lun much public 



support lor any of ihcni. IVoplc want ilic iiovLMniiKMU lo spciul 
no more than it cams. But they also feel that aid to the poor 
.and the needy should not he redtieed and thai aid lo the elderl\ 
cannot he eui. Mom [Kople leel thai ia\es are loo hiijh. and 
should he reduced, hui at the same lime (he> leel thai the na- 
tion s miliiarv streniiih should he holsiered. and thai spcndinii 
should increase for other thiniis as well like impro\ed lau 
cnforcenieni. education, and environmental protection. 

When decisions are heinii made ahout the Ivderal hudiiet. 
inemhers of Coniiress are well aware of those coiUradie(or\ 
demands. To understand \vh\ t'oniiress has so consistentK re- 
sorted to delicjt spending, and \vh\ one President after anothe'* 
has heen unahle to deliver on his promise to balance the budjiet. 
it is useful to lake a closer look at hov\ spending decisions are 
made. 

I^resident Reaiian once remarked that ''balancinu the buduet 
is like protecting >our virtue. Vou ha\e to learn to sa> no." 
One reason \vh\ people are beginninu to wonder whether the 
federal budget priKCss is out of control is that members of 
Congress are under far more pressure to say yes to spending 
pru|x>sals than to sa\ no. or to raise new re\enues. The voiees 
that speak most loi-dly on Capitol Hill are the voiees that rep- 
resent thousands of different groups, each of whieh backs some 
particular spending proposal. Veterans, teachers, senior eiti- 
/ens, defense contraetors. farmers, businessmen - eaeh of 
these groups and man\ others are represented on Capitol Hill 
by well-i)rgani/ed lobbies that are both articulate and politicall) 
visible. 

When members of Congress return lo their constituencies, 
there are constant pressures to spend or at least not to eut 
back existing commitments, ht March, I WO, soon after lYes- 
idcni Carter announced thai he would press Congress to balattce 
the budget, and while budget cuts were heing debated on Capitol 
Hill. IX:.mocraiic .Senator Thomas llagleton ivturned to ! s home 
stale of Missouri, where aecording to newspaper reports 
he was renundcdon one occaston after another how dillieuli it 
would be lonuike those cuts. When he arrived at the airport, a 
man rushed up to }:agleton to sa\ that he was counting on hitn 
^'lo increase federal support lor diabetic researeli." Soon after, 
he encountered an rrate leader ol the Missouri Stale Nurses 
Association who said tlrat she would reUise to support the sen 
ator if he "persists m cutting the nursrng aul budget/' .At a 
pohlical gathering m Hannrbal. a black minister pleaded willi 
him not to cut the summer \outh program. .A building mdustr\ 
group applauded him for bnngrng hundreds ol rnillrons ot dtil 
lars in f ederal consiruetion p^'oiects to Missouri, and tlie group's 
president then told a newspaper reporter thai Congress would 
have to "do its hesf to see that (he bui.lgetar\ axe tails some 
where else." Later, in St- l.ouis. a .loh Corps director utgcd 
hlaglelotr to defend I cderal em[)lo\ment programs, and an ol 
licial ol the lnternalu>nal Ass(K*iaiion ol Maehimsis wanted lo 
make sure iliai Labor I)c|>arimcnt programs didn't gel cut On 
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his way to the aiiport for the return lliglu to Washuigion. l.ag 
leton was waylaid by a member of the boanl of directors of a 
Kansas (*ily anti-poveri\ program who demanded more mi)ne\ 
for their projects. |-inall\. as he was about to ste[> on die |)laiie. 
a man who had just reiurncil from a pig larnieis' eomeiiihui 
urged liagleton not to eut the [>ork reseaivli budgei 

Neither speeial interests nor special interest Icgislaiion is 
neeessarily bad. Iiulecd. the fad that eiti/ens can )Oiii logelliei 
lo lobby their eleeied leaders" is wliat dcmocratre go\enimeiil 
is all aboul. t^issing such special mierest legishiiion is one ol 
the chief wa\s in whieh Congress aeis in the public iirtereM 
( he problem is that there is an inlinite mimber of good causes 
and far more pressure on Congress to sav \es tlian to sa\ no 
lo any one of them. When a member ol Congress ghiects that 
a particular bill is simply too expensive, he is likel\ to be la 
belled by il.s advocates as inscnsiiive to the needs ol the peo[)le 
it would help. After all, this particular cause will require onlv 
a few cents or at most a lew dollars o! e\cr\ ta\pa\er's moire> 
eaeh year. 




'The habit of living 
beyond our means as a 
nation is a resuh of the 
contradictory demands 
that the American 
people make on the 
government/' 
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One of the chief reasons why ii is so diflicuh for lueinbers 
of Congress to say no is ♦hat gmups who cry "balanee the budget 
but not at our expense'* are often in a position to punish political 
candidates bv withholdinii their contributions and their votes. 
In tly words of lornier Congressman Robert (Jiainio. who until 
jysi was Chairman of the House Budget Committee. "Ihe 
people you vote against never t'orget you. The teachiT, tlie nurse, 
the union member — they are organized and can work against 
you in a re-election campaign. ' 

St) when decisit)ns are made in Washington about ho\v 
much the Federal government will spend, the most prominent 
voices are those of people who advocate specilic spending pro- 
posals, not those of ta\pa>ers and citizens whose overriding 
concern is that the government should spend no more than it 
takes in. In effect, the deck is stacked agaiiist a balanced budget. 
There is unequal competition between those intensely interested 
individuals and groups who want Ci>ngress to pass a certain 
measure from which they would benelit. and all ol the taxpayers 
who will have to foot the bill for it. 

That is why Congress is biased in the direction of speruiinj 
more than tb * government takes in. Members of Congress 
most frequently rewarded for their cffr/rts in securing go\ei 
ment benetits and spending commitments, not for the restrauii 
they show in tommilting public funds. By running a delicit. 
they can satisfy the demands of particular groups • and leap 
the political "benelits of doing so w ithoul antagonizing others 
by raising theii taxes. 

Under tho.se circumstanee:^ it is understandable uh> the> 
say yes more often than the\ say no. And that helps to explain 
why the deficit has continued to rise despite widespread concern 
about a government that is living beyond its means. What Amer- 
icans need to consider is whether that is in the public interest, 
and if not. what can be done about the; situation. 

The tendency for Congress to increase spending faster than 
it increa.ses taxes is not likely to be corrected unless the public 
decides that it is important to do so. Tnc situation is not likel\ 
to change until there is a w ider understanding of the long-term 
elfects of massive government borrowing and a greater incli 
nation for voters to ask whether their elected iepresentati\cs 
have been too generous in approving public spending. As James 
R. Jones. Chairman of the House Budget Committee, rccentiv 
put it. * The biggest problem in retorming the system is th it 
there is no pressure on Congress to make hard choices. The 
missing ingredient is public pressure to so|\e tlie delicit 
problem.*' 

CLOSING THE BUDGET GAP 

So the habit of delicit spending is a rellcction o) the [>uhlic\ 
contradictory demands, and the inclination ol elected leaders 
to tr\ to accommodate them bv saying yes more oltcn tlian no 
and to approve additional government borrowing to co\cr 



their costs. The budget gap results from an unw illingfiess either 
to abandon past spending eoininitmenls or to raise taxes to paj^ 
for then). 

t*onsidering the size i)f that gap between spending and 
revenues, it will be no easy matter to close it. In a report issued 
in f'ebruary, 1W3, the Congressit)nal Budget Office set out to 
measure the severity of the problem, and what will be required 
to coHie to grips with it. L(H>king several years into the future, 
to fiscal year 1^88, the re^ '^rt notes that even if the nation is 
willing to live with an annual delicit of $|(M) billion live years 
from now\ it will still be necessary to lind deficit-reducing niea.s- 
ures totalling almost .S2(K) billion a year in order to reach that 
goal. In the words of that report. "Finding delieit-reducing 
measures of that size will not be easy/' fhe budget cuts of 
I^XL which prompted so much criticism, resulted in savings 
of only about billion, f inding some .S2(M) billion in the 
federal budget will, therefore, be a far harder task. " To achieve 
this even more ambitious delicit reduction goal," as the CBO 
report concludes, ''will require reconsidering all parts of the 
budget and the tax base. .And it will require some diflicult po- 
litical choices." 

,So there are some diffit ult decisions, here that Americans 
must begin to address. We need t() examine the consequences 
of living beyond our means and ask whether steps should be 
taken to close the budget gap. h may require painful choices, 
complex tradeolfs and thedecibion to defer certain initiatives, 
however laudable. 

This book was designed to help yi>u think about the delicit 
and the federal budget process. It is intended to stimulate public 
debate about one of the most important issues this nation faces 
in the h)Sl)s. 



'The biggest problem 
in reforming the system 
is that there is no 
pressure on Congress to 
make hard choices. The 
missing ingredient is 
public pressure to solve 
the deficit problem/' 



Rep .lames R. ItUKs 
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THE NATION'S 



DEFICIT: 

IS IT A MATTER 

OF CONCERN? 



It is difficult for many 
^ ^ people to grasp the 
significance of such 
forbiddingly large 
numbers. Essentially, 
there are three reasons 
why Americans may be 
concerned about the 
government s habit of 
spending far more than 
it takes in. 



For most ol* us, it is not easy to »hink clearly about the nation s 
debt and what it means: the figures are sy large that they defy 
comprehension! What does it mean, alter alL to say thai the 
United Stales lYeasury wih issue checks this year lor some $200 
billion more than it takes in. or that the total federal debt as of 
September 30. hiX3 — the end of the government s accounting 
year — will be approximately 1.350 billion dollars? To indi- 
viduals who customarily think of debt as an obligation lo be 
paid olTas soon as possible thai ligure $L350,(KK),{KH).(KK) 
— is incomprehensible. 11 we decided that we were going to 
pay olTthai debt, every family in America would be obliged to 
pay more than ,$20,000 as its share. That is one way of cal- 
culating what it would cost if we were not only going lo balance 
this year's budget but also pay off the debt thai remains from 
past deliciis. 

Ciiven such a large public debt, it is understandable thai 
many people believe that the government, like individuals, 
should be required to balance the budget, to live within its 
means. "The question of whether one generation has the right 
to bind another by the debt it imposes is a question of such 
consequence as to place it among the fundamental principles of 
any government.'' wrote Thomas Jeflerson in 1789. '*We should 
consider ourselves unauthorized to saddle posterity with our 
debts, and morally bound to pay them ourselves.'' 

liven though the nation's leaders have for years warned 
against the temptation to buy now and pay later, many well- 
informed people insist that an unbalanced budget is not nec- 
essarily cause for. alarm. National debt has long been a fact of 
life. Indeed, in Jefferson's own time — in tour of the first ten 
years of the new Republic — the government ran a deficit. And 
in 46 of the past 50 years, the government has spent more than 
it's taken in through taxes. So why worry now? 

If the governnu^ni has been running a delicii lor so many 
vears. including many \cars of prosperity. vvh\ then is there 
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"Did he say the hiulf^et was)>oin}i to he a zillion billion 
krillion dollars or a krillion billion zillion dollars?" 
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WAR SAVINGS STAMPS 

Just as families are willing to incur debt in times of 
emergency, so too are nations when their very 
survival is at stake. 



cause for concern toilay',' The problem is \wi that runnini; a 
deficit is a nc\w or unusual thing, but rather that today's dcHcit 
istlilfcrent from the deficits ol the past in three important ways. 

A GROWING PROBLEM 

In several respects, it is appropriate to think about the national 
debt in the same way that you think about personal debt. What 
matters is not so much the total dollar amount ot the debt as its 
relationship to your income. One reason for concern is that 
today s deficits are larger, not only in dollar terms, but also as 
a percentage of national income. If no substantial changes are 
made in the current levels of taxes and spending, the debt that 
has resulted from the accumulation of deficits during the first 
207 years of American history ~ - $1.1 trillion — will more 
than double in the six year period from I^S.^ to 1^)88. 'I'his year 
alone interesi payments on debts of the past will cost about .SXS 
billion — - more than ten percent of the entire l-ederal budget 
for |yS3. 

Consider what that means. The ni(^re money the govern- 
ment borrows, the more we are obliged to pay in interest pay- 
ments. For each year that the l-ederal government runs a deficit 
of $2(K) billion dt^llars, for example, we have taken on (assum- 
ing an average annual interest rale of 12 percent) an additional 
expense of S24 billion dollars to pay for the use of that money. 
And we will have to pay .$24 billion in interest charges on that 
money every year until we decide to pay (^ff the principle. In 
short, by choosing to pay for part of our current expenditures 
by borrowing instead of raising taxes this year, we are imposing 
an annual fee of $24 billion on mwi year s budget, on the next 
Congress, on the tnwf generation - unless the original debt is 
paid off. That s money that wonM be available to spend on 
aurcru programs. AtuL in turn, that commitment makes it even 
more diflicult to achieve a balanced budget in each succeeding 
year. 

If you don't pay the original debt, you pay interest. .And 
il you don't pay all the interest, then you pay interest on the 
interest and the original debt grows larger. The fact that the 
deficit is growing has some direct consequences for us as tax- 
payers. As the debt gels larger and larger, we are committing 
an increasing share of next year's taxes and (Uir taxes lor the 
Near after that to payments on nionex v\e borrowed for this 
year s expenses. 



INVESTING FOR FUTURE GROWTH — 
OR MORTGAGING THE FUTURE 

A second reason lor concern has less to do with , le amount ol 
the delicit than with what deficit spendinu is bemj; used lor, 
There is another respect in which you niiuht ihmk about the 
dcticii in the same \va> \ouM thull^ about \our lamily liiiances. 
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While it is important to think about the si/e of the deficit, it is 
also important to consider what those extra dollars are being 
used for. 

You know that it is one thing to borrow in order to buy a 
home, quite another to borrow in order to go on a spending 
binge. Similarly, there are times when it makes sense for the 
nation to borrow money. Just as families are willing to incur 
debt in times of emergency, so too arc natfons when their very 
survival is at stake. Historically, the major reason for rapidly 
running up public debt has been to provide for national security 
in wartime. During World War 11. for example, the government 
ran up a \leticit of $I7S billion. Under such circumstances, no 
one questioned the wi.sdom of spending more than the govern- 
ment collected in taxes. 

A second situation in which the governrnint reasonably 
borrows money is to provide facilities and services that indi- 
viduals cannot purchase for themselves — such as roads, rail- 
ways, and other public works. Two hundred years ago, when 
the Founding Fathers debated the subject of public debt. James 
Madison responded to Jefferson by arguing that borrowing for 
the future is justified when posterity stands to benefit from it. 
*'The improvements made by the dead form a debt against the 
living, who take benefit from them," Madison wrote. When 
the government borrows in order to build new public facilities, 
or to invest in human beings by providing low interest loans 
for education, for example, it is acting nnich a*, a prudent cor- 
poration would — investing in order to increase ;*uure produc- 
tivity. When corporations borrow for this reason, it isn't called 
"deficit spending.'' it's called investing in the future. 

These two reasons for incurring a debt — to tight wars or 
to moderni/e the nation s public facilities — have long been 
recognized. Another reason is a relative newcomer. .Since the 
(ireat Depression, it has generally been agreed that one wav lo 
get the economy moving again is for the government to tern- 
.porarily spend more than it takes in. The f ederal Budget in- 
cludes "automatic stabilizers" so that the deficit rises when the 
economy is weak. These stabilizers work on both the tax side 
and the spending side of the budget. The largest automatic sta- 
bilizer is our tax system. Since the income lax is the govern- 
ment's principle source of revenue, revenues fall when 
unemployment increases. When people lose their jobs they lose 
income and pay little or no tax. During recessions m<^st busi- 
nesses sell and e;rn less, so they too pay reduced taxes. 'Huis 
when unemployment increases revenues decline and the deficit 
increases. But we have added automatic stabilizers on the 
spending side of the budget, too. An mcrease in unemployment 
means an increase in spending for unemployment compensa 
fion. fmul stamps, and other income-related programs. The au- 
tomatic stabilizers work in reverse when the economy is grovMng. 
As the economy move.sjuit of recession and workers are rehired, 
plants re-open, income increases and so do tax rexcnues. Spend- 
ing for uneniploymeut compensation and other needs-tested 



programs falls off. And the deficit should fall also. 

If the recent growth of the nation's indebtedness could be 
attributed to any of these reasons, there would he tar less con- 
cern. But none of these factors explains the nation s recent tend- 
ency to run large deficits. The nation is not at war. In contrast 
to the 1950s, when much public money was used to construct 
bridges, sehiwis, sewers, and a new interstate highway system, 
far less of what we're .spending t^xlay is for purposes like this. 
While the country has suffered from severe recessions over the 
past decade, spending to gel the economy moving again isn't 
the main reason for growing indebtedness. The nation now runs 
large deficits in goixl years as well as bad. 

The growing deficit of recent years is particularly trou- 
bling, in other words, not only because it is a peacetime deficit. 
It is troubling becau.se the additional government spending fi- 
nanced by borrowed money is not enhancing the nation s pro- 
ductivity or providing facilities that future generations will benefit 
from. 

OBSTACLES TO SUSTAINED ECONOMIC GROWTH 

Indeed, tar from enhancing the strength ofthe economy in such 
a way as to ensure to the next generation an improved standard 
of living, government borrowing now poses a substantial threat 
to the vitality of the economy. This is a third reason for concern 
about large delicits and one that has been very much on people s 



"We should consider 
ourselves unauthorized 
to saddle posterity with 
our debts, and morally 
bound to pay them 
ourselves." 

riuunas Jcfkrsun 
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As the government 
borrows more, there 
are fewer borrowable 
funds for private 
investors and for in- 
dividuals seeking 
home mortgages. 



0KAY,6LrYS»(URP/) 
ITS VOUR TURN... 




DAVID HORSEY 
Courtesy Seaitff Fost-inteWftenver 



IS GOVERNMENT BORROWING CROWDING OUT 
BUSINESS INVESTMENH 

FEDERAL DEFICIT AS PERCENT OF NET SAVING. 




.sol'RC'l': House BuOiict C'Dinnmicc 



Miiiul.s as the nation stru}:}:le> to recover from a severe ree';ssion: 
that delieit.s theniscUvs pose a real ohstaele to susianieJ jzrosvth. 
Delieits harm the eeononis: thev push up interest rates. 

When the government spends more than it takes in. it ha^ 
lo do what you and I would do under the same eireumsianees 
- • it has lo borrow money. It does so h\ issuinji bonds to 
individuals and institutions. Hut there is onl\ so mueh mone\ 
available in the ceonom> s pool of lemlable funds When the 
amount ol* iiUMiey in that [lool eveeeds demand, sshieh is lyp- 
ieally the ease in {ktIikIs o\' rceession. there s no [iroblem. l-ndor 
those cireumstanees. the iiovertiment ean borross ssithoul 
"erowdini! (Uit" other potential borro^vors or [nishmgup mteresi 
rate*;. In countries sueh as .lapan where mdividuals sase mueh 
more ot their salaries, there's more niones lor the iiosernnient 
to borrow. But that's uoi ilie ease ni this eountis. sshere, as a 
nation, we save onls about live fiereent (M disposable meome 
substantiails less ihan in most odier mdusirial nations. As 
a eonsequenee. there's a jiood deal of eompetition amonu the 
bidders tor those horrovwible dolLirs. I hev melude businesses 
looking to make new investments, nulividuals who want to take 
out a mongage on a new home, consumers who wmi \o huv 
on ereilit. and mans others who need eapilal. 

What happens, then, when the tiovenunent bids loi more 
and more ol those borrowable dollars to finanee its debt ' It 
crowds oui some ol the others, and pushes up inleresi rates. 
Ihe concern is that l-ncle .Sam's share of available domcsiic 
credit ha.^ been grt)Winii ijuite rapidls. Iu)m aKuii 17 percent 
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in the |y6()s to 25 percent in the l^r/l)s, and then to more than 
5()perccm in 

It is easy to sec how that niii!hl alTeet you. 11 interest rates 
arc high, you might not be able to atTord a mortgage. Or \ou 
might decide not to take out a loan in order to put an ad(htion 
on your house. That in turn wt)uld mean less work lor local 
Carpenters and less business lor the local building supply com- 
pany. Higher interest rates might mean that a local business 
decides not to borrow in order to expand its operations, atui that 
would mean fewer new jobs. In general, when there s strotig 
competition tor borrowable funds, it is the larger cor|>i>rations 
and state governments as well as the lederal government that 
are favored, because the\ are considered better credit risks. 
More likeK to be crowded out are smaller and newer businesses. 
One problem, then, is that those new businesses which are so 
important to the long-term \Ualit\ of tlie econonu nia\ not be 
able to lind the funds to get olf the groutid. Another is that 
higher interest rates make the capital investments which are so 
important to companies of all si/cs prohihitivels e\(H.Misivc. 

This is why there is so much concern about the economic 
impact of the borrow inj! that (he l ederal goxernment must now 
do t() finance its debt. We have as a nation gotten into the habit 
of deficit spending in order to avoid harsh choices about how 
to pay for all of the commitments of the l*ei.leral iio\ernment. 
But in choosing to live beyond our means, we arc also making 
it increasinulv diflicult to sustain the nation's economic health. 



THREE REASONS FOR CONCERN 

To summari/e. there are three reasons lor concern about that 
increasing pile of government I.O.I- s. One is quite simpiv that 
the debt has, in recent \ears. been growing so rapidK. Delicits 
breed deficits. The interest paunents on the national debt are 
eating up an incrcasinj! percentage of the federal budi»et. H\ 
increasing the si/c of our debt, we are digging a hole for our- 
selves that is more and more dif ficult to jjet out of. 

A second reason for concern has less toilo with the amount 
being bi)rrowed than with what the borrowing is being used for 
Under certain circumstances m a national emergenc\. for 
e^ imple, or when borrowed funds arc used to buiki publie fa 
criities, or to stimulate thceconomv during a recession deficit 
spending might be regarded as a prudent investment. Hut these 
are not the reasons ft)r recent spending in excess of revenues. 

A third reason for concern is that the deficits projected foi 
the next few \cars pose a real threat to the nation s economic 
rcc(»vcr\. A balanced budget is no panacea for our economic 
woes. But a deficit that drives interest rates skv liigh is a real 
obstacle to economic growth. 

So it is exceedinglv important to bcj^in to cIonc the gap 
between the iimbitious s[XMiding commitments we have made 
and what we are willing to pav for. 



''By choosing to pay for 
part of our current 
expenses by borrowing, 
we are imposing an 
annual fee of $24 billion 
on next year's budget, 
on the next Congress, 
on the next generation/' 
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GOING AFTER 
WASTE, FRAUD, 
AND ADUSE: 
WIU THAT SDLVE 
THE PROBLEM? 



Ilvcryone recognizes 
there s some waste in 
•government, but is 
there enough to matter, 
and can we do anything 
about it? 



But isn*t there a quick way to close the budget gap? What about 
all the waste in government? For years. Senator William Prox- 
mire s oftiee has regularly eonlerred a pri/e that noone in Wash- 
ington is eager to reeeive. It is the "CJolden f*leece Award/* 
bestowed upon agencies of the federal government who seem 
to be frittering away taxpayers* dollars. Over the years, that 
award has called attention to hundreds of instances of what 
looks like incompetenec or mismanagement. On one occasion, 
it was granted to the National Institute of Mcnt^^l Health for 
funding a study of why bowlers, hockey fans, and pedestrians 
smile. Senator Proxmire. who didn't regard the topic as one of 
great signilieaiiee. was not amused. 

On another oeeasion. the award went to the U.S. Army 
for spending $6.(XX) for the preparation of a 17-page document 
that tells the government how to buy a bottle of Worcestershire 
sauce. (The result, as someone in the Senator \s oftiee found 
out. is that the Pentagon now spends $10 a ease for Worees- 
tershire sauee instead of $8 for a commereial bra.id.) One of 
the Senator\s favorite examples is a grant made by the linvi- 
ronmental Proteetion Ageney to preserve a Trenton. New Jersey 
sewer as an historical monument — a elear example, as he 
pointed out. "of taxpayers* money going down the drain/* 

Many of those instanees are amusing. Some are simply 
appalling. But all of them help to explain why the government 
finds it so hard to live within its means. It would appear that a 
lot of wt. »; wc pay as taxpayers does indeed go down the drain. 
If the government tightened up its act. is it possible that we 
might not be forced to tighten our belts to trim the budget defieit? 

THE HIGH COST OF WASTE, FRAUD AND ABUSE 

The high cost of waste, fraud and abuse is a favorite theme of 
candidates for publie office. In his televised debate with Pres- 
ident Carter in 1980. for example. Mr. Reagan reminded his 
audience of a report from the General Aeeounting Oflice that 
estimated that tens of billions of dollars are lost eaeh year through 
fraud alone, in addition to what the government loses through 
waste. Throughout the campaign, he referred to this as *\i na- 
tional scandal.** and promised to nd government of waste and 
"extravagance.** When asked in that debate how he would bal- 
anee the budget while eutting taxes and inereasing defense 
spending. Mr. Reagan deelared that **there is enough extrav- 
aganee and fat in the government"* to do so. 

That idea seems almost self-evident to man\ Americans. 
It seems as jf every time you pick up a newspaper you find a 
new instance of waste or a new report nf expensive and un- 
necessar> luxuries for top oflicials. sucli as door-to-door lim- 
ousine service for members of the White MiHise staf f. And it is 
an assertion that people of af I political persuasions seem lo agree 
with. C*onservatives more often complain aboiii publie mone\ 
wasted on **welfare cheats.** such as a l.t^s .Angeles \vc>man 
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who allegedly collcctcJ more than $4(H),(HH)ovcrscvcra! years 
from the government to nurture and provide for 3X non-existent 
children. Liberals are more likely to eoniplain about nias.sive 
cost overruns at the Pentagon as it pursues the latest bells and 
whistles," as high teeh trills are called in the militars. What 
nearly c\cryone agrees upon is that a great deal of nionev is 
being wasted So wh> not look here tor wavs to reduce the 
dcJieii? 

The term **waste" normailv refers to unneeessar\ ur low- 
priority programs, to government money frittered av\a\ through 
mismanagement or duplication of effort. ''Abuse*' re*crs to a 
larger, more amorphous collection ol activities that are not al- 
ways illegal, but are clearly undesirable. One costl\ example 
which the inspector general at the Department of Health and 
Human Services tries to keep an eye on is the widespread prac 
lice of selling Social Security cards to ineligible persons such 
as illegal imniigr;ints A card enables its holders to collect food 
stamps, unemplo\mcnt assistance and other benefits to w hich 
the\ are not entitled. StilL the practice ot selling cards is not 
explicitly outlawed. 

I'Aen more costl\ than waste and abuse are (he instances 
of outright fraud. For those of us who each April struggle with 
that exasperating exercise known as I.R.S. [ orm 1040 ami ac- 
curately report our income, it is galling to learn how numv 
people cheat and how much their cheating costs [\v: I'.S. (lov 
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ernment. listimates of the money that never gets into the U.S. 
lrea.sur>' because people underreport their income, capital gains, 
or dividends, now run well in excess of $50 billion a year. It 
seems qu(te reasonable to conclude that the best way to close 
the budget )wp is to close what is referred to as the "tax gap" 
- taxes owetHut never paid to the Internal Revenue Service. 

WHY IT'S so HARD TO REMEDY 

So it looks as though we might indeed find a solutii^i here to 
the deficit problem. But the experience of one admini.siration 
after another indicates that it is far easier to denounce waste 
and fraud than it is to l(K*ate it and to do something about it. 

Some remedies are relatively simple. The I.R.S. recently 
took steps to check returns more thoroughly. As of spring 
neu computers were installed in twelve regional I.R.S. offices 
to check returns and to compare them against other records such 
as bank statements. Responding to the charge that the I.R.S. 
has not been ver\ aggressive in proseeutuig tax evaders, the 
couns are beginning to impose tougher sentences and higher 
[XMialties. 

But there has been strong resistance to other proposed 
measures designed to ensure that the I.R.S. gels what taxpayers 
owe. C\)nsider. for example, what happtMied this past spring 
lust before a neu lau uas to go into effect v.hkh would ha\e 
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*it would appear that a 
lot of what we pay as ' 
taxpayers goes down 
the drain. If the 
government tightened 
up its act, we might not 
be forced to tighten our 
belts to trim the budget 
deficit." 



"As the experience of 
one administration 
after another indicates^ 
it is far easier to 
denounce waste and 
fraud than it is to locate 
it, and to do something 
about it." 
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rct|iiircd wiihfuildinu income i'rom interest. The U.S. Trea- 
sury cslimales that nearly $8 billion in la.x revenues is lost to 
(he uovernnient each year because savers underreport the in- 
terest they earn. The intent ot this new bill, which enjined bi^ 
partisan suppim tViMn the Conuress and the President when it 
was passed last year, was to require savings institutions to uiih- 
hold a certain percentaue tVoin the interest people earn, just as 
eiopkners are required to vvithh(^ld a certain ixTcenlaue of waiie- 
earners' salaries. The I.R.S. felt that by doinu so it could re- 
cover nK^st of the lost revenue. Hut the bankinu industry and 
consumer uroups launched a successful campaign to convince 
CiMiuress to repeal the law because CiMupliance would be so 
costly. It was an impressive example not only of what can be 
accomplished by a massive lobb\ing campaiun. but also how 
tliflicult it is for C\)nuress to take positive steps t(^ ensure com- 
pliance with the tax laws. 

Il is just as difticult to do anvthinu about the tax ^1oop- 
lioles" that people so ciMumonly complain about. Altluniuh it 
is far easier to remember w hy a ^loophole" was created if you 
benelit from it. it is worth recallinu that e\er\ ^'loophole'' was 
created for a reason. 

C'ontributions to charitable organizations like the Red C'lx^ss 
or the United Way are tax-deductible. But there's a good reason: 
Most Americans feel that encouraging the activities of these 
organizations is in the public interest. Investment tax credits 
arc similarly described by their critics as ^1ooph(^les/' hut they 
too were instituted with the best of intentions to stimulate 
economic growth by making new investment nu^re attractive. 
And after World War IK Congress made interest payments on 
home mortgages tax deductible to encourage Americans to pur- 
chase their own homes. 

The exemption on home mortgage paxments is the single 
bigj!est "loophole/' in fact, costing thc Treasurx more than any 
i)ther. And because its C(Mistituenc\ is so large, it is alnu^st 
unimaginable that C ongress would consider repealing it. no 
matter h(W desperately it was searching for wa\s to bring more 
nuMiey into the federal Treasury. 

Nearly all of the tax 'loopholes" are incentives b> which 
the government enc(Mirages certain txpes of activities con- 
sidered to be in the public interest. \ou may feel some serve 
the public interest better than others, but each (MIc has a con- 
stituency of suppimers prepared t(^ come t(^ its delcnse if ('on- 
gress threatens its repeal. 

With outright examples ot waste, fraud, and abuse, the 
problems are somewhat different but no less difticult. l-or ex- 
ample, Jimmy C\irter promised in his 1^)76 campaign to get rid 
of Medicare and Medicaid fraud, l.ike most of his predecessors, 
he was seriiuis ah(Hit deliveiing on his priMuise. In fact, his 
Comptroller (icneral reported that the (icneral Accininting Of- 
lice identilied over |(K),(KK) cases of fraud and related txpes of 
illegal acts against 21 federal agencies in the first t\^o and a 




hair years ol his adniinisiraiion. Hul tcirctinij tuii such cases, 
prosecuting oHenders and trying to recover lost fu?.ds turned 
out.lohe a verv ditliculi task, hor all of the elTorts oiihc ( arter 
administration tt> make good on his campaign pronjise lo sa\c 
taxpayers* iiionev by going alter fraud. v\astc and abuse more 
aggressivelv. Mr. C arter like his predecessors who mado the 
same pnuiiisc had onl> modest achie\cments in this regard. 

An\ orgjini/ution has its share of mone\ that is jVinercd 
avva\. and large organizations like the federal government seem 
lo lt)se a correspondingly large share of their resources in this 
way. Tracing the leaks, recovering waste, if neccssar\ pro\ing 
and prosecuting fraud and abuse these are endlessl\ difliculi 
and surprisinglv expensive tasks in themselves And the\ point 
to another reastm wh> it is so diflicult U)r the VS. government 
to eliniinute waste and fraud. Waste and fraud ma\ be part of 
the price wc pa\ for a free and open s()cict\. in which the 
government respects eiti/ens* liberties. It would, for example, 
be easier to keep indi\iduals from receiving benelits to which 
the) are not entitled if we were required - as people in man\ 
other nations are - to carry national idcntilication cards. That 
is an idea that has o' :\} been proposed, but never implemented 
because it is w idelv regarded as an infringement on individuals, 
a step toward "big bnither'* gi)\ernment. 

.A heavilN policed state or one in which all public rec- 
ords were cross^'hecked b\ government computers — ma\ well 
eliminate some of the abuses that presently go undetected, but 
this loo would ha\e its costs: human costs, such as losses of 
privacy and freedom from government surveillance, as well as 
further government costs to undertake such aeti\ities. 

In fact, one of the most important reasons w hy man\ in- 
stances of fraud and abuse are not detected and elinunated is 
that it is Dfien quite expensive to do so. The government could 
conceivably hire far more inspectors, lawyers and auditors. Hut 
the cost of doitig st) would have to be weighed against the funds 
recovered. 



the budget b\ eliminating: extravagance and fat in government, 
elected oftieials s(K>n discover what James R. Jones. IXNiioerat 
from Oklahoma and diairman of the House Budget C\)nimittee 
told repoffeis alter a meeting with Mr. Reagan early in I^^XI: 
'There is simply not enough waste, fraud, and abuse to be 
found to balance the budget." 

Jones docs not argue that there is no waste, fraud and abuse 
in government. There certainly is. .Some estimate that more 
than $50 billion ()1 lax revenues is lost each year because of 
unreported earnings in the underground economy. And a Pres- 
idential commissii)n on government spending recently esti- 
mated that reducing waste and mismanagement in the Pentagon 
could reduce spending by %^)2 billion over the next three years. 
But.//m///?.v the waste and fraud, and collecting those dollars is 
ani)ther matter. 

When it comes to reducing the delicit. there are unforiu- 
natcly ni> shortcuts. There is i)nly a ehiuee between two un- 
comlortable optiinjs — reducing our spending oi paying more 
taxes. 



"There is simply not 
enough waste, fraud 
and abuse to be found 
to balance the budget. 

Rep. James R. Jones 



NO SHORTCUTS 

Steps are constantly being taken to make sure that I'ncle Sam 
and the .American taxpaver are not being llceced. Since 107^;^ 
for example, as a result of a "hotline** installed b\ the (icneral 
.Accounting Oflice. thousands of leileral cmplo\ces and citi/ens 
have called to report such items as thefts from a Na\ \ depot or 
undeserved welfare payments being received b\ someone cur- 
rentl) in the wtjrkforce; and millions of dollars are rectuered 
each year as a result. No matter how effective such efforts arc. 
htJwever. there seems to be no reasonable hope that thev will 
prtiduce the amounts reuuiretl to cover any more than a small 
portion of the difference netwcen what the government has been 
spending in recent \ears and what it receives in levenucs. 
l-or all of their priMiiises on the campaign trail to balance 
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A GUIDED TOUR 
OF THE FEDERAL 
BUDGET 



On one jKx'asion after anolhci\ when Anierieans are asked what 
is wrong with the Federal iiovernmeni. they answer with rare 
unanimity. It s just imi biy. people sav. and it sf)ends lar too 
niueh money. And that s the reason tor the delieil. 

It is understandable that Americans should be so concerned 
about big government. Tor both its scope and its cost have ex- 
panded dramatically. Over the past hall* century, Americans 
have increasingly turned to government to solve their problems. 
As a results government spending, which as recently as 1^50 
accounted tor just 16 percent of all the good> and services we 
produce as a nation — just 16 percenf of what is called the gross 
national product — now consumes some 25 percent. Over the 
past year, this sprawling enterprise called the federal ginern- 
ment spent more than $S(K) billion dollars. 

Since the simplest solution to the government s habit of 
spending more than it takes in is to cut down on expenditures, 
we need to Knik more closely at where those federal dollars go» 
and to ask which programs might t>e pared down or eliminated 
entirely. To lind out where the money goes, all you need to do 
is to open the pages of the annual Huilt^ct oj the US. (iovvvH' 
ment, a thick volume that lists the amounts appropriated for 
hundreds of agencies and a bewildering variety of programs and 
purposes. 



Nearly everyone agrees 
that we should cut 
down on what we 
spend. The problem is 
that we can't agree on 
where thoac cuts should 
be made. 
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WHERE THE MONEY GOES 

Think of the Federal budget as a dollar representing the $8(W 
billion that the government spent this year. Cjovernmeni ex- 
penditures can be divided into four broad categories. About H) 
cents out of our budget ''dollar'' went toward interest on the 
national debt. Another 27 cents went to the Pentagon to pay 
for national defense. The largest share, about 46 cents, was 
mailed to citi/ens in the form of checks — for ,Social Security, 
for pension payments to retired soldiers and civil servants, t(^ 
reimburse diKtors and hc^spitals that provide medical care for 
the aged and the poor, io provide welfare checks lor the de- 
pendent and unemployment checks lor the jobless, t(^ banks for 
interest subsidies on small business loans, student loans and 
disaster loans. 

That leaves just sevenieen cents for what is called "dis- 
cretionary non-dekrise ' spending - which includes everv 
thing else the giuernment d(K's: the ct^st (^f the Mil and upkeep 
on the natiiMial parks, the f oreign .Service and the Weather 
Bureau, foreign aid, the space program, medical research, en- 
vir(^nmental protection, highwas construction, mass transit, aid 
to education and to handicapfvd cl)ildren, disaster relief, and 
the salaries of all non-military f'ederal workers, including ('(di- 
gress, the l^resident. and their res[>ective staffs. Most of the 
spending cuts of the past lew sears have been made in this area, 
which means that further cuts are likeK to he diflicult. 

Since tfie cost of interest on the national debt cannot be 
reduced, and substantial cuts have aheadv kvn made Irom diat 
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There are only two 
areas in which 
significant savings' 
might be realized : 
defense spending and 
lenefit payments to 
individuals." 




relatively small portion of iho budyel which yoes for discre- 
tionary spending, only two areas remain in which sijjniticant 
savinjis might bo rcali/ed: defense spending and betietit pay- 
ments to individuals. So let us examine each of these areas. 

PROVIDING FOR THE GENERAL WELFARE 

The largest caiejiorv of I'edcral spending and (he one th;it has 
grown niosi dranuilically in teeeni vears provides direel henetils 
lo individuals These arc ollcn called *\Milillenieni'' programs 
because any cili/en who qualifies is auionuiiicall> cntiiled it^ 
receive ihern. The enacimeni ot Si)cial Securii\ in was 
the lirsi move by Congress tt) establish a sysicni t)l tederallN- 
provided benefits to individuals, and it remains b\ far the largest 
of these entitlement prt)iiranis. In (he Social Seeurit\ 

program was expanded to include disahilii) insurance that pio 



vides benefits to disabled workers and their spouses and chil- 
dren. In the m6()s, as a new awareness ofpoveny and inequality 
emerged, many new entitlement programs were initialed, in- 
cluding f*(H>d stamps. Aid to Families with Dependent Children, 
child nutrition programs, an expanded unemployment insurance 
program, more benefits for the disabled, and increased retire- 
ment hcnelits tor public employees. In the carK years of the 
Kennedy administration, in the carK \^)H)s^ there were about 
2(K) such progran^s. Todav. there are nore than a thousand. 
I heir steady increase has reflected our growing commitment as 
a nation lo meel a wide range ol social needs tor the great 
nKijorit) of Americans. 

In recent \ears, however, il has become incrcasjngl\ clear 
that ihe nation has lo pav a htgh cost tor those good intentions, 
l irsi of alL even more than \Mth other f ederal s[K'tKling pro- 
grams, their actual costs far exceed the sums that their sponsors 
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THE 1983 BUDGET DOLLiUi: WHERE WIU IT GO? 
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DIRECT BENEFIT 
PAYMENTS TO 
INDIVIDUALS 
(including Social 
Secunty. Medicare 
and Medicaid, 
unemployment 
benefits, federal 
employee and veteran's 
pensions* etc ) 



ALL OTHER SPENDING (Including grants to stale and 
local governments, education, housing assistance, 
employment and training assistance, social services, 
environmental protection, science rtsearch. space 
program, highway airport and mass transportation aid. 
disaster relief, national parks, energy conservation, 
water and land management, foreign aid. foreign 
affairs, post office, general government operations) 



envisioned. I'ot cxaniplcc the sponsors of the dtsabilits insiir- 
anee provision that was added lo Soeial Seeurity in I95(> pre- 
dieied iliat by 19X0 die proiirani would distribute SX(>() million 
in beneliis to someone million workers. In taet* this year about 
six niillii)n people will reeei\e disabiliis insuranee ai a eosi ol* 
rouiihlv S22 billion. Tlie et)sis of oilier eniiileiiieni projiraiiis 
- sueh as Medieare* Medieaid, and ilie Tood sianip prouratn 
luive also run far beyonii projeeiions. 

I'liere is a seeond reason wli\ eniilleiiieni proiiranis have 
beeiMiie so eosiK. Duriiiiz the h)7()N. lo proieei millions of 
Aiiierieaiis from the erosion ot ilieir ineoiiies due lo inllaiion, 
many proiiranis were "indexed" lo rise autoniaiieally vviili in- 
ereases intheeiisi ol liv iiiii: whenever die C\MisuiiierPnee liulex 
iioes up» ihe pa\meni lo individuals iioes tip auuHiiaiiealK. So- 
eial Seeurit) was ilie liiM major proizrani indexed lor inllaii(>n. 
Sinee'lhen* various projiraiiis, iiieludiiiiz siippleineiiial seeuriiy 
ineoiiK\ and veterans beneliis, have also been indexetl. That 
adds subsiantiallN to iheir eosis. In h)SI alone* direei iiidexinji 
ot'eniitlemeiit proiiraiiis eost ilie jio\emnienl an addiiional %2} 
billion. The Coiiiiressional Hudiiei Ol'liee esiimates iliat ilie an- 
nual eost ot'eniitlemeiit projiranis will iiierease In SI 25 billion 
between n()W and 1^)88. Alniosi half of thai inerease relleels 
die projeeted expense of indexiiii! payments lo ilie eosi ot liviiij!. 

There is a iliiid and even more eritieal reason for die risinj: 
eosis oT eniitlenieni proiiraois the number ol people eligible 
lor iliem is iirowiiiii rapidl>. Take the elderl\ populaiion. Over 
die pasi lil'iy \ears, ihis nation has ereaied a eiHiipreheiisive 
soeial insuranee program to provide relief Irom ilie age-old 
woriies aboui po\erty» ill healih. and tinaneial seeuriiv in re- 
lireiiieni. Now, beeause ol' a deelining birih rale aiul inereasing 
lite expeeiane), ihe proportion ol the .Ameriean populatiiui over 
the age of U5 has grown Irom about 4 peieeni lilt) \ears ago. 
when the Soeial SceiiriiN program got started, to II pereeni 
toda\, and it will double again o\er the next liM\ \ears. One 
out ol ever\ three dollars the f'ederal go\erniueiit spviii in IWi) 
went Tor pensions or medieal eare lor people o\er b> mk\ thai^ 
large Iraetioii will grow e\en larger unless eomniiiments to the 
elderl) are redelined. 

What ha'' beeonie elear onl\ in reeent \ears is that the eost 
ol these entitlenienls is inereasing Taster than the nation's abilii\ 
to pa\ lor thj^n. I he esealatiiiu eosts ma> lia\e something li^ 
do With "welfare eheats * or undeser\iiig reei|Meiils elaiming 
Ivnelits to whiefi tlie>*ie not entitled. fUii tlie> lia\e tar more 
lo dii wiUi the nature ol the promises Uiis nation has made and 
die growing iiumbers ol .Xmenvaiis uho aie entitled to benelii 
lioiii them. 

Members Congress lia\e been lelueiaiit to pro|M>se re- 
vliiettons in beiielits. or e\en to slow tlkir rate ol growlli, lor 
two eompelling reasons. Sur\e\s lonstsientK show that as 
strongl\ as .Amerieaiis teel about redueuiii spending, niosi peo- 
|de would loivijo balaneiiig the budi!ei il il required sharp euts 
in l edeial aid to the elderlv. (he poor, and die liandieapped. 
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Furthermore, since so itiiiiiy Americans are themselves the be- 
neficiaries of such entitlement programs, there is a lar^ic con- 
siiiueney prepared to oppose anv changes in these programs. 

So there are Ibrmidable obstacles to holding down s[>end- 
ing in this category ofthe Federal budget. In ciTect, many Amer- 
icans want it both ways: on the one hand, people waat to reduce 
the scope and'the cost ofthe federal government, and they elect 
Jeaders who promise to do so. On the other hand, there is strong 
support for governmeni programs which provide assistance to 
the unemployed, the elderly, the disadvantaged and the disabled 
• categories in which almost all of us ItntI ourselves sooner or 
later even though the cost of such Federal entitlement pro- 
grams amounts to almost half of the government's entire budget. 

PROVIDING FOR THE COMMON OEFENSE 

The second largest category of feileral spending is national de- 
fense. Here Uk) there is a sharp conllict between what people 
say they want an increase in the nation s ability to defend 
itself - and a reduction in federal spending. 

As a percentage ofthe total butlgct. delense spending de- 
clined steadily during the hHOs as the Vietnam War ended and 
spending on social programs increased. By h^SO. defense 
spending ainounted to only 2.^ percent of the federal budget 
its lowest level since just alter World War IF Thnnighout the 
h)7()s, as Soviet military spending steadily increased, and as 
the Soviets deployed a new* generation of nuclear missiles, con- 
cern about our military strength grew. By the late F^7()s. m the 
face of Soviet actions in .Afghanistan and l\)land. and the taking 
of American hostages in Iran, many people became convinced 
that our military spending hati to be increased. In the IWO 
Presidential campaign, both candidates called for signilicant 
growth in defense spending. Since his inauguration. President 
Reagan has asked C\>ngress for the biggest military build up 
since World War IK a doubling in spending from SIhO billion 
in 19X1 ti) over billion a year by \mh 

One ofthe strongest arguments for a militarv build-up is 
that it would be dangerous to allow the Soviets, whose militarv 
spending has steadily increased, to surpass us. The Adminis- 
tration insi- ts that sharp increases in defense siKwuiing are nec- 
essary, even if they require spending reductions in (Uher areas. 
To reduce military spending now, tlu* President argues, would 
send the wrong signal to the Soviet Tnion. lb pursue serious 
arms control negotiations we need to show the SoMct I'mon 
Miat we are prepared to match tliem dollar Ibi dollar. 

There is broad agreement in this countrv about the need 
to increase delense spe-mling. But there aro different views aKuit 
how quickly that build-up should occur. "There has never been 
a period of sustained growth in real defense spending siiuc I ^MX 
such as the one now." says Murrav Weidenbaum. former chaii 
man ol President Reagan's Council of F!conomic .Adviser^ 
''What W(>rries me is that such crash cl torts rarcK mcrc.i>c 
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^] MANY AMERICANS RECEIVE 
DIRECT BENEFITS FROM 
FEDERAL ENTITLEMENT 
PROGRAMS 

Some of the millions who received 
benefits from the 1983 budget ( 

People cx)tlecting Social Security 36*900,000 
Medicaid beneficiaries 22,400,000 
People receivir>g food stamps 21,400,000 
People helped under nrtedicare 20,900,000 
Children in school*funch programs 23,200,000 
Railroad-retirement beneficiaries 974,000 
Members of families receiving Aid to Families 

With Dependent Children 11,000,000 
Workers on unemployment 

compensation 3,600,000 
Disabled coal miners 440,000 
Civil-service retirees 1,400,000 
Military personnel 2,100,000 
Military retirees 1,400,000 
Aged, blind, disabled receiving aid 3,600,000 
Government workers 2,700,000 
Veterans or survivors collecting pensions or 
compensation 5,400»000 







What's motB. acWrtional millions o( Americans were helped by 
other programs, such as small business loans, farm price 
supports, and college student loans 

Source: U.S. OI'liccorManaticmcnt unU BudjiiM 



"What has become 
clearonly in recent 
years is that the cost of 
those entitlements is 
increasing faster than 
the nation's ability to 
pay for them." 
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national security. They strain our resources and create 
bottlenecks." 

To .some citizens, the idea ot spending: even niore for na- 
tional defen.se is hard to understand. "Thev sav we hiive to 

' I ' 

catch up/* says a California woman. **Bui from what I under- 
stand, we already have enough bombs to blow up the wt^rkl 
many times over. Why keep going? What sen.se dws it make?" 
The answer of many advtxrates of a military build-up is that 
we>e not ju.st building more bombs, we're miKierni/ing and 
upgmdingour defen.ses. Without a defense buildup, this nation 
will be unable to meet its commitments in Western Iiurope. the 
Middle Ha.st, and other areas where the national interest is at 
stake. 

For others, the controversy about defense is really a con 
troversy about certain weapon systems. **Why spend money on 
aircraft carriers?" a man from vSt. Louis said. "They Vc nothing 
but multi-billion dollar floating targets for one of those missiles 
the Argentines u.sed in the Kalklands." But others argue it is a 
fallacy to believe that the big money in the defense budget lies 
in a few **big ticket" items. *Thc MX missile and the B-l 
bomber together come to less than five percent of the mililarv 
budget." writes Karl RavenaL a Defense Department official 
during the John.son Administration. Most militarv spending. 
Ravenal explains, goes to pay for the combat torccs required 



Contrary to common belief, spending^! or 
entitlement programs has increased more rapidly 
than defense appropriations. 

in various U.S. mi.ssions around the world. "The defense budget 
of the Reagan Administration, like those of past administra- 
tions, is not niindless or perverse. President Reagan s planners 
are not just throwing money in the general direction of ^'national 
security/ If 'it were that simple, then the^ soluiiiMis would be 
relatively .simple too." 

Ravenal argues that the Adminisiraifon s defense budget 
is justified by the same national security gmils that the nation 
has been committed to since the '^^50s. * The Administration 
is trying to spend what it takes to do that job," he writes. .'*lf 
we decide to cut defense spending, we nuist also change our 
foreign policies, if we did that, we would no loi^ger be able to 
defend the world in the way in which we and our allies have 
become accustomed. W'c cannot have containment without 
tears." 

.So the debate over military spending, like the debate over 
entitlement programs, conies dimn to the question of what our 
commitments :irc. and what it will cost ii^ honiK them. Advo- 
cates of greatly stepped-up defense s|XMiding argue that this is 
the price we have to pay to meet our commitments around the 
globe. Oitics of this approach worrv that we sjmpK cannot 
reduce social spending an\ further. 



POINTING IN BOTH DIRECTIONS 

So what do we learn f rom this guided lour of the l edeial budget? 
It helps to explain why. despite strong public sentiments about 
reducing spending and balancing the budget, it lias been so 
difficult to make any pri\uress in that direction, l-.ven m a budget 
so large, it seems to be particularlv bard ti^ lind programs that 
can be trimmed and others that can be eliimnatcd 

.Some savings can reali/ed b\ budget cuttmii measures 
such as those [Kissed h\ Congress in h^XI Those cuts, pushed 
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through Congress by a popular President, realized a savings ot 
soriie $40 billion a year, Rut that s tar less than what is necessary 
to balance the budget. And even they were fiereely opposed by 
millions of Americans who were incensed at what they regarded 
as atteinptrf^o balance the budget on the backs of the needy and 
the vulnerable. Further reductions in spending for domestic pro- 
grams would probably produce an even greater public outcry. 
For all the debate that now rages around the question of military 
^ spending, there seems to be a consensus that a somewhat larger 
portion of government spending should be allocated to defense. 
Far from offering a partial solution to the question of how the 
budget gap will be clo.sed, spending Iwks as though it s destined 
to be increased, and that will only make the problem worse. 
The huge Federal deficit is a clear symptom of a mismatch 




Every attempt to reduce government spending provokes bitter protest. 
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bcUveen the national goals we have set for ourselves and the 
resources available for implementing them. There is a funda- 
mental contradiction between what most Americans want in 
general ~ reduced spending, a balanced budget — and the 
particular measures people are inclined to support. For that 
reason, some hard questions have to be asked if we are to make 
any progress toward reducing the deficit. Questions will have 
to be rai.sed not only about what we want — all 230 million of 
us — from the Federal goveniment, but also what the. country 
can af'tbrd. 

One of our options is to reduce spending ~- either by 
eliminating certain programs or by slowing their rate of growth. 
If sub.stantial savings cannot be made by reducing spending, 
then the altcniative i.s to close the budget gap by raising ta.xes. 




PAYING THE 
BILL FOR BIG 
GOVERNMENT 



Iniagim? thai it is April 14ih, and ihc deadline is last approaching 
for the completion of thai most unpleasant of civic duties — 
paying your taxes. Along with some million other American 
taxpayers, vi^u stmggle through that exasperating exercise called 
the 1040 form. And when you finally come to the bottom line 

^''Ibtal Federal Taxes Due'' the lij^ure is a jarring reiuinder 

of the high cost of big government. 

What you're not likely to bo thinking about is that even 
when your tax dollars are added to those paid by some ^)'S million 
other Americans, and when all of the b'ederal government's 
other revenues are collected as well, the grand total llowing 
into the Federal Treasury will siiH fall short of what the gov- 
enimeat pays out this year by some $2(K) billion. Yet if the 
delicil cannot be reduced substantially by cutting dvmn on what 
we spend, each (^f us may have to consider paying out even 
more to support the high cost of the Federal governn\ent s varied 
activities. To gain a belter sense of what would be required to 
close the budget gap by adding' to Federal revenues, let\ ex- 
amine where that revenue con .s from. 



Taxes/ as Justice 
X V Oliver Wendall Holmes 
put it. 'are what we pay 
for civilized society/ 
The question is just how 
much we have to pay. 



WHERE THE MONEY COMES FROM 

If you think of all of what the IJ.vS. Treasury received this past 
year — a lota! of $6{Ki billion — as a dollar, there are three 
small revenue sources, each of which accounts for slightly more 
than a nickel. One of tho.se sources is the exci.se tax. which 
incluiles the taxes on such items as gasoline, cigarettes, tele- 
phone service, and airline tickets. Another is the corporate in- 
come lax — taxes corporatiiins pay on their protits. The third 
is the category including all other taxes, such as estate and gift 
taxes, and customs duties. A far larger share - amounting to 
about 3? cents ot every tax dollar ~ comes from Social Security 
taxes, which are paid jointly by workers and their emphwers. 
The largest share of Ix^deral revenues amounting to almost 
50 cents — comes from the mo.st familiar source, the personal 
income tax. 

One solution to the nation's delicit problem would be lo 
. .ipose fees and taxes across the board one-third higher than 
those currently being paid. Since the nation is now spending 
S4 for every $3 it receives, that is what wouki be required if 
we decided to clo.se the budget gap h\ imposing higher taxes. 
Init. for several rea.sons, that is not so simple as it sounds. 
Consider, for example, the argument against raising corporate 
taxes. While at lirst it mav seem an appealing solutiiMi to place 
a greater tax burden on corjv)rations, w hich appear to be better 
able to afforii that burden than many families are. some people 
see real drawbacks to this approach. Those extra tax dollars 
demanded of corporations ha\e to conic from somewhere. To 
pay them, companies might use funds that otherwise would 
have gone lor new plants or equipment, lor stockholder ilivi- 
dends. or lor empUnee wages and benelits. l or corporations. 
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sSorry about this, but I'm aj 

higher taxes arc considered another cost ol doinp husiness 
just hke higher fuel costs, or higher labor costs and e\cn- 
tually most arc passed along to consumers in the lonn o( higher 
prices I'orthat reason, some [xu^plc say. im[n)sing higher taxes 
on corporations amounts to little nu^re than im[n)sing additional 
taxes on ourselves hut doing \o in a \va\ that js hoth indnect 
and inetficient 

To turn tt) another ot those sources ol }x*deral revenue 
which doesn't come directK from most laxpavers' pockets, ue 
might decide to close the hudget gap b\ imposing tiigher excise 
taxes. That is what Conuress decided to dt» in tfic Summer o| 

when. Inghteiied b\ the si/e t)l the deficit hut unsMiling 



f IjUsSt can 7 wait till April 15th. ' ' 

to alter the three-year tax cut that had been passed in the pre- 
vious year, it passed a series of measures to generate additional 
revenues. As a part ol* the package. Congress increased the 
^rasoline tax and highway-user lees, two measures that incensed 
the trucking industry. To signal their disconient and to put pres- 
sure on Congress to rescind those measures, thousands ol truck- 
ers staged a nationwide strike. As a result, supplies of many of 
the proiiuets transported by truckers were inteaupied. and there 
were incidents of strike-related violence in virtually every re- 
gion ot the country. The point is that whenever special taxes 
such as the highway-user fee are levied, the pci^ple who must 
pa> them feel unfairly burdened. 
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WHERE TAE GOVERNMENT'S 1983 TAX DOUAR 
COMES FROM 

$597.5 billion 




INDIVIDUAL 
INCOME 
TAXES 
$285.2 billion 



SOCIAL SECURITY CORPORATE EXCISE 



TAXES AND INCOME 

EMPLOYER TAXES 

CONTRIBUTIONS $36.3 

$210 3 billion billion 



TAXES 
ON CERTAIN 
PRODUCTS AND 
ACTIVITIES 
(eg cigarettes, 
telephone 
service, etc j 
$37 3 tMllion 



ALL OTHER 
RECEIPTS 
(including 
estate & gift 
taxes, customs 
duties, etc ) 
$29 46 billion 



HSTIMATl-.S: Otticc o\ Manaucnieiu and Budiicl. I chriuirv. 1 



THE FAIREST TAX 

ll was because the inciMiie tax was regarded by Congress and 
ihe American public as the fairest and most efficient way of 
assessing taxes that it was first instituted in 1913 as a permanent 
source of government revenues. In the seventy years since then, 
what was onee a minor as.sessment has become the mainstay of 
the Federal tax system. Over the years, the American public 
has been asked to pay an increasingly large percentage of its 
income to support the costs of the government. 

Throughout the I95()s and l^>6()s. most Americans felt that 
the Federal taxes they wen: asked to pay were about right. But 
by the 1970s, as confidence in the government declined and 
taxes continued to rise, dissatisfaction with the level of Federal 
taxes grew quite dramatically. By 1976. propositions to limit 
taxation appeared on the ballots in five states, and by I97S such 
measures were pa.s.sed in eleven states — most prominently in 
.California, where concern over rising taxes led to a landslide 
victory for Proposition l.'^ (which reduced state pro|H?rty taxes). 
As its most prominent spokesman Howard Jarvts intended, the 
success of that measure did indeed ".send the pi>liticians a mes- 
sage." The message was that many Americans think that taxes 
are simply I(H) high. 

As a candidate for the Presidency, Ri>nald Reagan prom- 
ised to do .something about the situation. Taxes had risen so 
high, many people argued, that they were discouraging work 



and investmeiu, and stifling the cconomv. The Kemp-Roth lax 
bill in 1981 was the newly elected President's response. Fussed 
over the objections of members of Congress who were con- 
cerned about .soaring deficits, the bill illustrated lum popular 
tax-cutting measures are. It reduced taxes by five percent in 
198 \\ ten percent in 1982, and an additional ten [KTccnt in 1983. 
A separate feature of that bill was intended to keep taxes low 
once the reductions were in place. Normally, as inflation drives 
up the cost of living, wages creep up too. and taxpayers (ind 
themselves in a higher tax bracket. But the 1981 bill s|vcified 
that, beginning in 198.S. the income brackets which determine 
how much you are expected to pay would be tied to the rate of 
inflation, su that taxpayers would no longer be pushed into 
higher brackets by inflated prices. By eliminating ''bracket 
creep/' that bill responded to one of the chief concerns of peo- 
ple who had organized behind the tax-reduction movement. 

Critics of the measure point out. however, that while the 
Kemp-Roth bill resp^inded to the concern that many Americans 
have about that ijicreasingly large tax bite taken out of their 
wages, it has widened the gap between government revenues 
ai^d expenditures. According to the Congressional Budget Of- 
fice, the cost over five years of those tax reduction measures 
passed by Congress in 1981 will be $7.S() billion. Without the 
tax reduction measures that were approved by the Congress in 
I98L Americans would now be shouldering a tax burden of 2.^ 
percent of (JNP — much more than in any year since the Second 
World War. Because of Kemp-Roth, taxes will decline to about 
18 percent of GNP, which is about the .same tax burden that 
prevailed in the early I97()s. 

The crux of the problem is that as desirable as it may be 
to return to the lower tax rates of a few years ago. the expenses 
of the Federal government are now — and will continue to be 
— higher than they were then. Once again, we are faced with 
a ^ard choice: tl we demand lower taxes without at the same 
tiiiK .substantially reducing government spending, the result will 
inevitably be soaring deficits, with all of their corrosive ef fects. 
The alternative is to face the fact that, largely because of the 
increasing costs of defense and entitlement programs, the f ed- 
eral government needs more income to pay its bills. 



IS IT NECESSARY TO RAISE TAXES? 

There are .s<nne strong arguments against raising taxes to close 
the budget gap. One of them is quite simply that higher income 
taxes diseiiurage people from working more and earning more; 
they create a bigger incentive for people to resort to the "un- 
derground economy" in order to avoid taxes; and they dis- 
courage savings to .some extent 

On the other hand, the case can be made that given the 
alternatives — perhaps raising taxes is the best way for the 
nation to start to live within its means. 
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The chief advantage of* raising taxes rather than reducing 
expenditures lo narrow the budget gap is that tax hikes can be 
applied to everyone rpore or kv s fairly, while the alternative of 
cutting certain programs necessarily hurts some groups more 
than others. The elderly, for example, will bear njost of the 
burden if SiKial Security is trimmed. Residents of big cities 
will be affected disproportionately if aid to mass transit is re- 
duced. The p<H)r will suffer more than others if spending is 
curtailed for income security programs. Bven cutting the de- 
fense budget tends to harm citizens in some areas — St. Louis 
and vSeattle. for example, where employment depends heavily 
upon large defense contractors — more than others. 

If the deficit were reduced by making substantial spending 
cuts, the effect of doing so might well be to transfer costs to 
the state or liKal level. If cutbacks were made in Federal spend- 
ing in such areas as highway repairs, education, or unemploy- 
ment insurance, state and liKal governments would be forced 
to pick up the bill. Because state and liKal revenues rely heavily 
on sales and property taxes, which are less progressive than the 
income tax, the effect of passing the buck in this way would 
be to impi^se a greater burden on the pwr. So in this respect 
tw. raising new Federal taxes may be more equitable than mak- 
ing spending cuts. 

Finally, tax hikes have the additional advantage of forcing 
us to confront directly the cost of government services and 
programs, and the question of who should bear their burden. 
There are various ways in which the tax system might be changed. 
For example, we might move in the direction of new taxes based 
upon con.sumption rather than income, which have the advan- 
tage of offering an incentive to savings. Or we might move 
toward a more progressive tax system, which asks more than 
is currently the case from those who earn more. But however 
new taxes are raised, by chiH)sing fo do so we make a deliberate 
decision about who will pay the bills. 

Perhaps the best argun)ent for imposing new taxes is that, 
compared to our habit of borrowing to cover the difference 
between revenues and ex|K*nditures. this is a more honest way 
of paying the bill for big government. 



TAXPAYERS PAY LESS IN THE U.S. 
THAN IN NEARLY ANY OTHER 
INOUSTRIALIZEO COUNTRY 



TOTAL TAXES 
AS PERCENT OF . 
NATIONAL INCOME 
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Among industrial nations, only Japan has lower 
tax rates than our own. 



TAXES AND CIVILIZATION 

Raising taxes to close the budget gap may be the fairest way 
of spreading the burden, but memlx?rs of Congress as well as 
millions of Americans are understandably reluctant to do siv 
At a time when so many people feel that they already pay ttx) 
much in taxes, no one in Washington wants to ask the American 
public to pay even more. If the gap between government spend- 
ing and its revenues were to be closed by iissessing a portion 
of that $2(X) billion shortfall to every taxpayer, everyone would 
pay about one-third more than they do at present. 

vSuch a decision would be regarded by mc^st members of 
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•7 want you to draft the bill with all your usual precision and flair Explain its purposes, 
justify its expenditures, emphasize how it fits the broad aims of democratic progress. And one 
other thing: Can you make it sound like a tax cut?'* 



Congress as political suicide. For all of their concern about the 
long-term effects of running huge deficits, elected leaders must 
keep the short-temi problem ot re-electii^n clearly in mind. Over 
the pasl three decades. Congress has been notably reluctant to 
propose tax increases except in tifiies ot national emergency 
such as the Korean War. 

As : result of that fear ot how voters vMuikl react lo new 
taxes, government revenues have noi kept up with ex[>enditures. 
Elected leaders kniw how costly big governtiient is. But they 
are ur>derslandably timid about asking voters to face the im- 



f)oputar tact that if the deticit cannot be reduced by cutting hack 
on spending then taxes will have to be raised. 

Perhaps it is time, both for our elected leaders in Congress 
and lor us as taxpayers, to look aguin at the unpleasant business 
of paying tnore taxes. ** ra\es.** as Justice Oliver Wendall 
H<^hnes wnMe, "are the price we pay t(^r civili/cil .society/* 
Big government with all of its varied agencies and com- 
mitments c(Mncs with a C(^rrespondingly big price tag. The 
option that we face wov, is either lo scale d(mn those commit- 
ments, or to step up and pav what thev cost. 
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The $200 billion deficit 
reflects a very simple 
fact: Congress has tried 
to accommodate more 
demands than the 
American people have 
paid for. Some hard 
choices have to be made 
if we're to live within 
our means. 
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And so wc rciurn iu ihc basic issue - the %2{)() billion question. 
Is it in the publie interest for the ^lovernmeni to spend so much 
more than it takes in? If it is not, what steps can be taken to 
reduce or to eliminate that $2(K) billion ^lap between spending 
coinniitnients and ^lovernment revenues? 

Clearly a ^ireat many Americans are now concerned about 
the iiovcrnnicnt s habit of livinii beyond its means. Iwery survey 
of public opinion shows a la^^iie majority that believes the federal 
budiiet should be balanced. Analy.sts at the Con^ircssional Budget 
Oftice agree that the prospect of large deficits is ^'cau.se for 
alarm," They warn that the American eci/ooniy faces un- 
precedented risks in the years ahead unles.s the government 
takes measures to narrow the gap between tax revenues and 
spending." We are told by one President after another that by 
living beyond our means we are mortgaging the future. 

There is increasing concern about the impact of govern- 
ment borrowing on interest rates, and about the long shadow- 
that the nation s debt casts over the prospects for economic 
recovery. In recent months a bipartisan group of former Cabinet 
officers has led a broad-based appeal to Congress and the Pres- 
ident to recognize the seriousness of the problem and the im- 
portance of doing something about it. In the woijsof a report 
from that group, **The Federal budget is now out of control. It 
is primed to generate immense deficits, year after year for dec- 
ades ahead, deficits far l'..ger than any in our history. This fiscal 
course is .sen.seless. It threatens to U^k the economy in stag- 
nation for the remainder of the century.'' 

There seems to be widespread agreement, in other word.s, 
about the seriousness of the situation. Yet the nation s leaders 
have not been able to do anything abi^ut it, and the deficits 
continue to grow. 



THE PROBLEM IN BRIEF 

Let us review, then, what the problem is, why it has proved so 
difficult to re.solve and what our options are in trying to do .so. 

The .source of the problem is clear enough. Over the past 
few decades, members of Congress have been voting larger 
expenditures year after year - - larger not only in dollars but 
also as a fraction of the national income. After two decades of 
taking on new obligations, the Federal budget has ballooned to 
a point well beyond what American taxpayers have traditionally 
supported. It took about 170 years for the Ix^deral budget to 
reach .Sl(K) billion. It tiK)k only eight more years to reach the 
$2(X) billion mark. Five years later, in 1973, Federal .spending 
topped $3(K) billion. By mO that figure had nearly doubled 
again. And in 198.^, the Federal budget passed the $8(K) billion 
mark. That would be one thing if government revenues had 
been sufficient to cover the cost of new commitments and re- 
sponsibilities. Tax revenues have been rising, but not nearly as 
fast as expenditures. As a result, deficits have grown very rap- 




"A veteran returning loans. He drove to work 

from Korea went to on the Interstate and 

college on the GI Bill; moored his boat in a 

bought his house with channel dredged by 

an FHA loan; saw his Army engineers. When 

kids bom in a VA floods hit, he took 

hospital; started a Amtrak to Washington 

business with an SBA to apply for disaster 

loan; got electricity relief, and spent some 

from TVA and, later, time in the Smithsonian 

water from an EPA museums. Then one 

project. His parents day he wrote his 

retired to a farm on congressman an angry 

social security, got letter asking the 

electricity from REA government to get off 

and soil testing from his back and 

USDA. When the complaining about 

father became ill , the paying taxes for all 

family was saved from those programs created 

financial ruin by for ungrateful people. " 

Medicare and a life was ^ Moiiin^s 
saved with a drug 
developed through 
NIH. His kids 
participated in the 
school-lunch program, 
learned physics from 
teachers trained in an 
NSF program and went 
through college with 
guaranteed student 



idly and the budget has k-cn balanced only once in the la.sl 
twenty years. 

The $2(K) billion dclicit rellects a very su^le fact: C\)n- 
gress has tried to aceoninmdate more denianflRan the Amer- 
ican people have paid for, We want SiKial Security benelits 
tied to the inflation rate to protect the elderly from the rising 
cost of living. We want health care for the poor and the elderly. 
We want to provide for the poor, the needy, and the disabled. 
We want good highways, a strong national defense, and as- 
sistance for farmers. We want to help the unemployed, to pro- 
vide quality education for our children, and to clean up the 
environment. We want an effective criminal justice system, and 
wc want \o subsidize research in various lields. We want a 
volunteer army — which is more expensive than the draft. We 
want all this and more from the government. Hut at the same 
lime, we want lower taxes -- or at least taxes that are no higher 
than they have been. In shim, we want to have our cake and 
eat it tmi. The gap between j'overnment spending and revenues 
results from our unwillingness either to abandon past spending 
ctniimitments or to pay new taxes. 

There an. some compelling piililical reasons why Con- 
gresss now runs a delicit in good years as well as bad. and why 
one President after another has been unable to deliver on his 
promise to balance the budget. However strong the sentiments 
are for balancing the budget, and however sincere elected lead- 
ers are abiiut trying to do so. when it comes down to the speeilic 
measures required to narrow the budget gap there is not mueh 
public support for w hat inevitably w ill be painful tuts. As things 
currently stand, members of Congress try \o acconitnodate the 
public's incompatible demands by spending more than the gov- 
ernment takes in • and borrowing increasingly large amounts 
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lo cover the difTerenee. 

Heightened public awareness about the signitieanee of the 
deficit is a step in the right direction, but it is only the first step. 
As the experience of the past few years indicates, giH)d inten- 
tions about balancing the budget ;ire not enough. Congress and 
the President v/ill agree on a program to reduce the deficit only 
if they know that voters demand that they do so and if there is 
substantial suppim for specilic measures to reduee the budget 
gap. What is most important now is to begin the debate about 
how to achieve that goal. 



to many Americans, elected leaders are loathe lo address them 
— especially in an election year when then^ is a temptation for 
candidates for office to .stress what the\ will offer, not what 
will be demanded of us as citizens and taxpayers. But it is 
essential that we recogni/e that there is a $2(K) billion gap be- 
tween what the government spends and what it takes in. If we 
intend to clo.se that gap, it remains for us as citizens to confront 
the problem realistically and to recogni/e our responsibility for 
what must be a concerted effort. 



HARD CHOICES 



If a solution is to be found, hard choices are necessar\. There 
are no shortcuts, no simple or painless solutions. That means 
that we w ill have lo re-think some fundamental questions: What 
is it that we want government lo do? What should its priorities 
be? And how much are we willing to pay? We need to reconsider 
the government's major spending commitments, as well as its 
tax ba.se, in order to determine how that gap might be closed. 
That means balancing costs and benefits, commitments and 
resources. 

It is essential that the government carry .out its duty to 
provide for the common security, to defend our interests around 
the world. But should that be done at the cost of weakening the 
economy? Ultimately, the nation s security rests upon the strength 
of the economy. Will it be necessary to moderate the growth 
of the defense budget? Should entitlement programs, which 
provide benefits to everyone who meets certain criteria, be sim- 
ilarly .scruiini/ed? That doesn't necessarily mean that benefits 
to current recipients mu.st be cut. Much progress could be made 
by curbing the rate at which benefits are increasing and taking 
funher .steps to limit benefits to people who don't really need 
them. And much can be accomplished if the issue is approached 
in the spirit of compromise and conciliation that helped to re- 
solve the vSiKial Security crisis this past year. 

No one wants to impose a greater burden on the American 
taxpayer. But do we need to consider new sources of revenue 
in order to significantly reduce the deficit? The pain of addi- 
tional taxes should be balanced against the benefits of reducing 
the budgat gap. 

There are, then, various mea.sures that could be taken. ( )ne 
.solution, which is appealing on the basis of fairness as well as 
simple arithmetic, is to close that gap by slowing the growth 
of expenditures for defense and entitlement programs, while 
also increasing ta.xes somewhat, fiach of these measures will 
impose sacrifices. Jt is imponant to find a solution that spreads 
those sacrifices more or less equally across the board, so that 
no group feels that the budget is being balanced mainly at its 
expense. The burden of reducing the deficit will be easier to 
bear if it is shared. 

Because these are hard choices that w ill come al some cost 



'The Federal budget is 
now out of control. It is 
primed to generate 
immense deficits, year 
after year for decades 
ahead, deficits far 
larger than any in our 
history/* 



ERIC 



FOR FURTHER READING 

For anwne inieroMed in t^inj! a close li>ok at covcrniiK-iit 
spending, the place to start is vtith a cop\ ot the f{iitl\ici <>i 
the rniicj Suiir.s Covcnmu iii. which is piibiishcii aniuiaii> 
and a\ailablc from the government printing ollicc. 

ThcCongrcssioiuil Budget Ol licc puhiishesse\eiai anal- 
yses of the budget each \car. One recent volume that is par- 
ticularly pertinent is HcJiu un; iln- Dvlun: S/xiuliiii^ am! 
Kfvi niii' Options Fiscal Year /'ASV. 

'I hrcc useful o\cr\ leu s on the budget process aic.S( ////n,' 
S'aiioiial f*noriiics: //«• /y.sv Hiuliici (Washington. D.C: 
The Brot)kings Institution. |i^8.M; Cuidc to the Frdcral 
Hiidnct: f-isctil Yvar /y.SV Edition. b\ Stanley C'ollandci 
I Washington. D.C: I'rban Institute Press. and 
Sticniitheninfi the hedeml Hudm i Pnnr.ss ( Wasliington. I).( '. : 
Committee for fieononuc Development. h)S.^). l or a brief 
analysisof why federal spending outpaces revenue see. •• The 
Built-in Delicit."' a liitsim'ss Week .Special Rept^rt (August 
16. iyS2). Milton l-ricdii^an focuses on the political factors 
behind the problem, and outlines the argunient tor a Balanced 
Budget Aiiiendtnenl m "Less Red Ink ". The Atlantic Monthly. 
(February. iy.S3). 

For a lively discussion of the difliculiies in controlling 
Pentagon spending, see Time magazine cover stor>. "Hie 
Winds of Reform." March 7. IMS.V And for an analysis of 
the way rising benefit payments contribute to the deficit prob- 
lem see "No More Free Lunch tor the Middle C'la.ss." b\ 
Peter G. Peterson iXcw htrk Toms Mai;a:ine. Februar\ 17. 
|y«2) and -lintitlements."" b) .lames Fallows. The Atlantic 
Monthly (November. 1982). 
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I Check (he approprialu box: 

1. Do \ou behc\c (he lederal biidge( shoukl be balanced e\er\ 
\ear? 

□ Yes 

□ No 

Q Not sure D(m*( know 

2. (Jeneraiiv speakrn^. vMuikl \ou sa\ (hal (iKlav s le\el ol'yuv- 
ernnieni spending lor our coun(i> s nadonal delense is: 

D Much t(H> high 
D Somewhat loo high 
D About right 
D Somewhat uh^ low 
D Much 1(H) low 

□ Not sure IX>n*( know 

.V In general, would \ou sa\ (ha( toJa\ s le\el ol gi>\ernrnen( 
spending lor stxial programs such as Social Seeuri(\ ami health 
care lor the poor and ekIerK is: 

Q Much ttH) high 

Q Somewhat uh) high 

D About righc 

(D Somewhat (oo low 

n Much loo low 

D Not sure lXwri know 

4. What about ((nlavs level ol* lederal laxatuni? In general, and 
taking into considerulion all (he things the government does, 
would \ou sa\ (he federal (axes \nu pa\ are. 

O Much ttH) high 
n Somew hat (ih) high 
D Abt)u( right 
D Somewhat (t)o low 
□ Much ((H) low 

D Not sure Don't know 

5. Some people say tha( e\er\ large organi/adon wastes a eertain 
ani()un( ol* money sinipK because ol ils si/e. and (hat ncx evety 
dollar lost because ol* was(e and Iraud can be realistieallv re 
covered. How n>uch ol ever> dollar speni bv the lederal gov 



eminent could be recovered by better management practices.* 

n Less than 5 cents ol'eaeh dollar the government spends 

□ Between 5 and 10 cents 

□ Between 10 and 1 5 cents 
D Betv^een 15 and 20 cents 

n More than 20 cents ol'eaeh dollar the governmeni spends 
D Not sure Don't know- . 

(i. Sonic people say that because ol' unfair tax l(H)pholes, the gov- 
ernment d(K\s not colleei a lot ol'tax money it (Mherwise should. 
How much would you estimate federal tax revenues would in- 
crease if all unfair tax l(X)pholes were immediately closed? Would 
you say federal tax revenue would increase by: 

D Less than 10 percent 

□ 10 to 20 percent 

□ 20 to 30 percent 

□ 30 to 40 percent 

Q More than 40 percent 
Q Not surC'Don't know 

7. Some people say we could go a k)ng way toward balancing the 
lederal budget by eliminating waste and fraud in governmeni 
and by closing tax loopholes. Others say that this represents 
w ishful thinking, as Presidents and Congressmen I'roni both par- 
ties have tried to take these steps for years with little success. 
How do you leel? Could we realistically go a long way toward 
balancing the budget by eliminating waste and Iraud. and b> 
closing tax l(u)pholes, or does this in fact represent wishful 
thinking? 

0 Ves. it's realistie to think that these steps could go a long 
way toward balancing the budget 

LJ No. this view represents wishful thinking 
rJ Not sure- Don't know 

X. Some people say that if we want t(^ reduce the lederal delicu. 
the only realistic choices we have are to cut spending for soeial 
programs, cut spending for national delense. raise lederal taxes, 
or some combination of these three. In general, do \ou agree 
(hat these are our onl\ real choices? 

1 ] Agree, those three options are our onl> n\d chniee^ 
[ 1 Disagree, there are other options K'sides those three 
I ] Not sure Don't ktiow 
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16. Our deficit now is so large lhal even 
it v^e eliminated ihe cnlire Social 
Security proyrani. ihe federal budget 
would still not he balanced. 
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For each ol the lollowing statements indicate whether you agree or 
itec: 

Not 

Agree Disagree Sure 

*>. It we limited government hehi to 
those who truly need it and cut out 
payments to thtvse who don*t, the 
budget would be balanced. 

10. The budget tor national defense rep- 
resents about two-thirds of total fed- 
eral spending. 

1 1. It we were to balance the budget 
.solely by raising income taxes, taxes 
for the typical American familv 
would have to increase b\ more than 
$2, (XX) per year. 

12. A major cause of our current deficit 
is a Presi Jent and Congress who cut 
taxes at a time when the budget was 
already in the red. 

l.V The budget could be balanced b\ 
ehminating cost overruns, waste and 
unnecessary programs Ironi the de- 
tense department budget. 

14. A major cause of our current deficit 
is unrealistic thinking on the part .»f 
the American people: we simpiv 
want more from tlie govemmenl than 
weVe willing to pay tor. 

15. A major cause of our deficit is pol- 
iticians who cater to special interests 
and fmss spending bills with little 
thought about where the money to 
pay them will come from. 
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('heck the appropriate box; 



To reduce the federal deficit, I [vrson 
ally would be willing to: 

17. Pav more income taxes 

18. (live up the lax exemption on home 
mortgage interest pavmcnis 

hJ. Spend less ledcral iiionev lor 
education 

10. Cm militan spciuliiiii in halt 

21. Slow the rise in spcndinj: tor health 
care tor Ihe poor and elilerl> 

11. Triple the corpiirate incnnic tax 

2.V l.cl inleresi rales rise lo ni;i« h hi^iher 
levels 

24. Let uneniplDunent rise Miar[)l> 

25. Spend less federal nume> n prntecl 
Ihe envinniment 



Yes 



No; 

No Sure 
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h)r each ot the lollowmg, indicate whether vou agree oi disagree: 
I would rather live with even a verv large budget delicil than: 

Not 

Agree Disagree Sure 
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26. Cut proposed spending foi naliomil 
defense 

27. C\it proposed spending for social 
programs such as Sivial Securilv and 
health care for the poor and clderK 

2S. Raise income taxes on people like 
myself 

1^). Raise the corporate income tax 
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'7 know of no safe 
depository of the 
ultimate powers 
of society but the 
people themselves: 

and if we think 
them not enlightened 
enough to exercise 
their control with a 
wholesome discretion , 
the remedy is mn 
to take it away 
from them, hut to 
inform the::- discreti(m 
hv education/' ■ 
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